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BUSINESS SEGMENT OPERATING HIGHLIGHTS
For the twefve months ended October 31 (unaudited)

Pro forma
2005 2004 2003 2002 2001
Grain Handling Segment
Industry grain shipments {(000s tonnes) _ 28,847 28,869 20,584 24,885 32315
Compary grain shipments {000s tonnes) 9,945 10007 741 8,797 12493
Average margin per tonne i $ 2126 $ 2134 $ 2120 $ 2372 % 2253
Terminal handling (000s tonnes) 589 5,606 3,742 4,930 7932
Crop Production Services Segment :
Sales ($000) $ 815,802 $ 735229 $ 826,825 $ 676446 $ 778561
Average margin (%) 22.7% 22.0% 24.7% 22.0% 26.8%
Livestock Services Segment
Feed ' i
Manufactured feed tonnes sold (000s tonnes) 982 885 816 915 845
Average feed margin per tonne $ 4366 3 429N $ 4346 $ 3836 0§ 4487
Livestock and other sales .
Sales and revenue from service $ 84331 $ 75251 $ 58522 $ 4649 $ 36032
Gross profit and net revenue from service $ 10823 $ 5930 $ 4929 $ 5632 0§ 7491
STATISTICAL SUMMARY
for twelve months ended October 31 (unaudited) Pro forma
(in thousands, except ratios and per share amounts) 2005 2004 2003 2002 2001
Operating
Gross profit and net revenue from services $ 460,581 $ 428497 $ 410454 $ 411384 % 551,458
EBITDA 128,737 104,140 100,531 74,725 147,622
EBIT 68,020 38,929 2793 (377) 55,802
Earning (loss) before income taxes, discounted .
operations and unusual items 19,796 (13,504) (24.181) (27.813) 4,933
Net earnings (loss) 12,514 ~ (10167) (5,546) (17.516) (14.687)
- Cash flow provided by operations 75,302 . 52,297 48,404 22,070 na
Property, plant and equipment expenditures 36,428 32473 29,176 30425 na
Financial
Working capital $ 141,976 $ 143818 $ 176,796 $ (36998) $ (29178)
Net investment in ¢apital assets 657.074 664,396 688,896 728982 790,734
Total assets 1,477,199 1,453,368 1,573,501 1,605,188 1,788,721
Funded debt (shori-term financing and long term debt) 523,428 493,375 563,946 686,703 805,990
Cash and cash equivalerits (included in working capital) 36,590 50,214 53919 38117 34,275
Convertible debenture 105,000 105,000 105,000 — —
Shareholder's equity 490,083 482942 499,799 507.346 469,361
Ratios )
Current ratio 1.26 1.29 1.3 095 097
Leverage ratio {net funded debt to capitalization) 43.1% 45.3% 46.0% 54.6% 62.2%
Shareholder information
Monthly weightad average Limited Voting
Common Share outstanding 45,343 45278 45,299 44172 na
Per share:
Net loss $ 0.25 $ {0.25) $ (0.15) $ (042) na
Net loss from continuing operations $ 0.25 $ {0.25) $ (043 - % (0.44) na
Cash flow provided by operations $ 1.64 $ 113 $ 1.04 $ 047 na
Book value $ 1055 $ 10.40 § 1077 $ 1094 na
Trading activity (TSX):
High $ 9.25 $ 98¢ $ 825 1205 8 1250
Low $ 1.0 $ 1.00 k3 3.60 $ 550 % 8.52
Year-end ‘ $ 7.0 $ 7.64 $ 818 $ 561 $ 1205
Volume (thousands of shares) 9,620 14,921 13,434 12,020 1,690
ADDITIONAL INFORMATION
(unaudited)
Pro forma
2005 2004 2003 2002 2001
Employees {full-time equivalents) 2,800 2,788 2,128 2997 3,607
Number of country elevators 83 85 88 98 154
Licensed grain storage capacity {year-end, thousands of tonnes)
Country efevators 1,270 1,206 1214 1416 . 2018
Terminal elevators - wholly or beneficially owned 699 699 699 591 591
Terminal elevators — partially owned 492 492 492 692 692

Book value per share is derived by dividing the shareholder’s equity at the end of the period by the total number of Limitad Voting Common Shares outstanding at year-end-as if the praferred shares
had been converted on a 11 basis.
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A MESSAGE rrom THE CHAIR

The Agricore United Advantage
Agricore United's history in western
Canada has deep roots. The year 2006
marks 100 years of service to farmers
from Agricore United and its heritage
companies. We are pleased with our
past record of service and we are
proud of our ongoing and expanding

relationship with prairie producers.

Agricore United is a distinctive
company with a unigue relationship with its key customers, western
Canadian farmers, Farmer-customers are also members and sharenolders
in the company and have an opportunity to participate in its corporate
governance system.

Our membership structure is a two way strest. Through this system, we
are able to help improve the profitability of farmers because we are able
Lo deliver services that best fit their needs.

The membership system also provides Agricore United with a
competitive advantage over other agri-firms. Our direct connection to
tarmers allows us to tailor services to attract their business and our
structure places us in a unique position to identify and develop industry
and marketing trends.

This puts Agricore United in a strong position to take advantage of
the rapidly changing world markets that define modern agriculture.

Trade and technology are critical factors in the competitive advantage
of modern agriculture. These areas will remain a focus for Agricore
United in the years to come.

Technology Development - Key to Our Future
The Canadian grain industry must take advantage of technology
10 Improve our competitiveness. This can be done in two ways.

Firstly, Canadian farmers can continue to strive to lower production
costs through the use of new technologies and production methods.
Secondly, we must also bring new and difterent products on to the
world market and sell our existing commaodities on the basis of specific
quality traits, end uses, and traceabllity systems.

Canada will have to be an early adapter of new varieties. These are going
to come from genetic technology as well as traditional plant breeding.
They will deliver specific end-use traits 1o end users. New high oleic
canola varieties are just one example.

Agricore United has the systems and infrastructure in place to help
farmers take advantage of opportunities in identity preserved sales.We
have unparalleled access$ to seed technology, crop protection products
and end-use markets, to help Canadian agriculture compete in a
changing world.

Trade Liberalization - Unlocking the World's Markets
The current round of World Trade Organization (WTO) negotiations
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will define our trading environment for the next 20 to 25 years. The
WTO s one of the largest driving forces for change in our industry.

Canada should not have to compete with treasuries in Lhe United States
and Europe and should not be torced to export over the massive taritf
walls put up by other countries. That's why | believe it's so important for
the Government of Canada to continue to aggressively pursue a new
WTO agreement.

Subsidies and trade barriers reduce the prices received by Canadian wheat
farmers by over $52 per tonne. Capturing even a portion of that $52 is
an opportunity this country cannot afford to let slip away.

Canadian products face consistent discrimination abroad. India is the
world's largest imparter of cooking oil, yet they import almost no canola
oil. This is because the tariftf on canola oil is 75 per cent while the tariff
on soybean oil is 45 per cent. Similar situations exist in other markets
like Korea.

Eliminating tarifts which distort support programs would add alimost
$2.5 billion every year to Canada’s grains and oilseed sector. To put this
into perspective, it would be a lot more than the $1.7 billion annuat
budget for the CAIS program which supports all of agriculture, not just
the grain industry.

I'am realistic and understand that we won't achieve the goal of complete
elimination of tariffs and subsidies in this round. However, Canada must
fight for major movement in this direction.

Despite some setbacks, | remain confident that we will see a negotiated
WTO agreement that will unlock the world's markets for Canadian
agricuiture. This wilt benefit farmers, it will be good for Agricore United,
and it will spawn investment in agriculture and agri-food from coast to coast.

Beginning of a New Century of Partnership

Building the competitive and flexible industry we need, to continue to
be competitive into the future, cannot be done, alone, by Agricore United
nor can it be accomplished, in isolation, by farmers. However, together,
we Can create a sustainable and vibrant industry.

Agricore United will continue (o partner with farmers in the years
to come. We will advocate for the policies and regulations that give
producers the ability to grow and compete. We will offer farmers the
agronomic and marketing tools they need to access world markets
efficiently and competitively.

Working with our partners we can meet the challenge of the emerging
competitors and profit irom the unique market oppor tunities available
1o Canada’s efficient and responsive producers.

/. 4

Wayne W. Drul
Chair
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A MESSAGE rrOM THE CHIEF EXECUTIVE OFFICER

Warren Buffet once observed that
“someone’s sitting in the shade today
because someone planted a tree a
long time ago”. A century ago, this
company first set down its own
roots, founded in a challenging land,
by people who had little more than
a vision of what could be or what
should be.

Anniversarigs provide us with reason
to cetebrate and also to reflect and learn. As Agricore United celebrates
moving’into a second century of business, we can and will draw from
four lessons learned.

Lesson One:The weather comes; the weather goes

While our roots extend:back a century, Agricore United itself is only
four years old. Regnettab\y, for the first three of those years, due to
external weather events, the Company was unable to generate a net
profit. However, in 2005, Agricore United had a net profit of $12.5
million. More importantly, fundamentat business operations strengthened,
with EBITDA growing to $128.7 million. That is still well below our
potential but the momentum is in the right direction.

Sometimes we only gain1 perspective on events with the benefit of time.
In the midst of a shiort term (by Mother Nature's standards) weather
event, pressures can intensify to sail a company hard left, right, left, losing
sight of strategic ditection and risking the loss of key people. As a public
company, the price of one's stock becomes a lightening rod.

To return to the wisdom of Warren Buffet: "In the short run, the market
is 3 voting machine, but in the long run it is 2 weighing machine.” In this
age where equity capital moves by mouse click in response to quarterly
results, being patient with an investment for several years can seeim to
be an eternity. History teaches us that multi-year weather “potholes”
have hit our industry a few times over the last century. The 1930s and
early 1960s are notable examples. The early part of the 21st century
joins the fist of tough tirﬁes. We need to remember that difficult times
can be worked mrough@and the gobd years do indeed come.

Lesson Two: The industry earns its cost of capital

Short term poor financial industry returns sow seeds of doubt. There
are some naysayers who wonder about the health of core elements

of the Canadian agri-food industry, and companies within the industry,
Despite weather chaflenges and with accounting profits elusive, Agricore
United has still succeeded in building enterprise value by generating

cash flow and improving the balance sheet. In the last four years, debt
has been reduced from $772 million to $487 mittion. The company has
generated $75 million in operating cash flow and, in 2005, produced $34
million of free cash flow.

Canada’s agri-food industry is world class. Through the entire
farm-to-consumer value pipeline, skilled warkers empioy leading edge
technologies bringing the world‘ safe, affordable food. Our industry did
not just invent itself last week. It took decades of sustained investment.
The lesson from the last hundred years is that the agri-food industry has
the ability to grow and replenish itself even through very trying times,
like those of the last four years.

This industry needs substantial capital to function. The simple fact of the
matter is that, had the industry been unable to earn its cost of capital
over the long term, it would nat have grown. It might not even exist,
The fact that it does, and is not reliant upon antiquated technology and
depreciated assets is tangible evidence that the industry continues to have
the ability to generate appropriate returns.

Lesson Three: Consolidation is a fact of life

A time traveler looking at a kernel of grain grown in 2006 would say

"It looks the same as a kernel from 1906!" However, the technology
used today to grow, transport and process that kernel would not

be recognizable to our time traveler. Advances in genetics, farm
management practices, machinery, fertilizer, and chemistry have
improved productivity. A farm business in 2005 manages, on average,
four times more land than a farmer did in 1906.

Likewise, the companies serving the market have improved their
productivity. In its first year of existence, this Company handled about

. 70,000 tonnes of grain. We now execute that volume in a single day.

A 2006 vintage grain elevator handles about 20 times as much grain




as a 1980 vintage plant. Technology opens up the opportunity for
productivity and productivity gains open up the potential to create
economy of scale. The company known today as Agricore United is

the product of mergers and acquisitions, the first of which occurred in
1917. Agricore United is composed of no less than six material heritage
companies, each of which became more productive as it casts its destiny

into a larger, more vital successor,

Technology continues to provide opportunities to become more
productive, which will provide future opportunities tor economy of
scale. Consolidation s a fact of life within our industry—and is part of
the reason why the industry earns its cost of capital. Undoubtedly we will
continue to see consolidation within the industry.

Lesson Four: Success depends on both vision & adaptability

The people who started this organization died before Warren Buffet
was born. Yet, they had the vision to plant a tree Vision is 8 powerful
force that can unite people and direct cornmon energy to a single goal.
It is also critical that the vision of 8 business adjust pragmaticaily to
changes in economic forces.

The founders, and succeeding generations of leadership, had the
foresight to build a successful farm service enterprise. They also had

the "Gretzky sense” to go where the puck is going to be, not where

it is. Over the years, the products and services offered have changed.
When it made sense, we sold lumber, coal, groceries, sewing machines,
printing services, food and futures brokerage services and software.
When it made sense not to offer those services, the enterprise adjusted
its portfolio.

Our Future: Building on lessons learned

The core strength of this organization has been and will be its
connection to farmer customers. That connection gives us credibility
with end users as & dependable originator of grains, oilseeds, special
crops and livestock teed. That connection gives us credibility as we deal
with technology developers needing a reliable distribution partner.

Agricore United txporience. Giobu! Growth.

Building ang sustaining that connection in the years to come

will involve a difterent focus. We will need 1o leverage knowledge. A
knowledge-intensive industry is one where farmers succeed by adopting
new technologies that make sense. A knowledge-intensive industry

uses information technology to lower logistics and distribution costs. A
knowledge-intensive iridustry thinks less about bricks and mortar, and
more about how 10 create value through new and improved services,
such as financial products tailored to farm business, or risk management
products that enable farm business to better manage cash flow.

Agricore United has its "company eyes” fixed on a future that involves
knowledge intensive connections to customers, augmenting our existing
strong connections. As we maove into our second century of service,
our vision and our determination to act will move us forward, creating
value for customers and shareholders and allowing us Lo build upon our
proud heritage.

Brian Hayward
Chief Executive Officer
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MANAGEMENT'S DISCUSSION anD ANALYSIS

The following Management's Discussion
and Analysis ("MD&A") as at December 15,
2005 should be read in conjunction with the
financial statements and notes to the financial
statements on pages 25 to 43 of this report
that have been prepared using Canadian
generally accepted accounting principles
("GAAP"). Unless otherwise indicated, a
reference to a year relates to the Company's
fiscal year ended October 31.All amounts
are reported in Canadian dollars unless
specifically stated to the contrary.

Results for the year ended October 31, 2004
have been restated to reflect the change in
accounting policy noted described under
“Finite Insurance Layer” and Note 24 to

the financial statements.

Additional information relating to the
Company, including the Company's 2005
Annual Information Form (“AlF"), is available
on SEDAR at www.sedar.com.

EVALUATION OF EFFECTIVENESS

OF DISCLOSURE CONTROLS AND
PROCEDURES ‘

The Chief Executive Officer and the Chief
Financial Officer have evaluated the
effectiveness of the Company's disclosure
controls and procedures as of October 31,
2005 and have conciuded that the Company’s
disclosure controls and procedures provide
reasonable assurance that material information
relating to the Cornpany, including its
consolidated subsidiaries, would be made
known to them by others within those entities,
particularly during the period in which this
report was being prepz{red.

USE OF NON-GAAP TERMS

Earnings before interest, taxes, depreaciation
and amortization, gains or losses on asset
disposals, discontinued bperations net of tax
and unusual items {"EBITDA") and earnings
before interest, taxes, géins or losses on asset
disposals, discontinued operations net of tax
and unusual items ("EBIT") are provided to
assist investors in determining the ability of the
Company to generate cash from operations
to cover financial charges before income and
expense items from investing activities, income
taxes and items not considered ta be in the
ordinary course of business. A recanciliation
of such measures to net income is provided

in the Consolidated Statements of Earnings

and Retained Earnings and Note 22 to the
Consolidated Financial Statements below.

The items are excluded in the determination
of such measures as they are non-cash in
nature, incorme taxes, ﬁnancing.charges or
otherwise are not considered to be in the
ordinary course of business. EBITDA and EBIT
provide impor tant management information
concerning business segment performance
since the Company does not allocate financing
charges or income taxes to these individual
segments. Such measures should not be
considered in isolation to or as a substitute
for (i) net income or loss, as an indicator

of the Company’s operating performance

or (i) cash flows from operating, investing

and financing activities, as a measure of the
Company's liquidity. Such measures do not
have any standardized meanings prescribed by
Canadian GAAP and are therefore unlikely to
be comparable to similar measures presented
by other companies.

FORWARD-LOOKING INFORMATION
Certain statements in this report may
constitute forward-looking statements. The
results or events predicted in these statements
may differ materially from actual results or
events. These torward-loaking statements can
generally be identified by the use of statements

that include phrases such as "believe”, “"expect”,
"anticipate”, “intend”, "plan”, "likely", "will” or
similar words or phrases. Similarly, statements
that describe the Company's objectives, plans or

goals are or may be forward-looking statements.

These forward-looking statements are based
on the Company’s current expectations and
its projections about future events, However,
whether actual results and developments will
conform with the Company’s expectations
and projections is subject 1o a@ number of
risks and uncertainties, including, among other
things, the risks and uncertainties described
under "Risks” and the risk factors described

in the Company's Annuat Information Form
for the fiscal year ended Qctober 31,2005
under the heading "Risk Factors” These are
not necessarily all of the important factors
that could cause actual results to differ
materially from those expressed in any of

the Company's forward-looking statements.
Other known and unpredictable factors could
also impact its results. Consequently, there
can be no assurance that the actual results or
developments anticipated by the Company will

be realized or, even if substantially realized, that
they will have the expected consequences to,
or eftects on.the Company. Uniess otherwise
required by applicable securities laws, the
Company disclaims any interition or obligation
to publicly update or revise any forward-looking
statements, whether as a resuit of new
information, future events or otherwise.

RESULTS OF OPERATIONS

HIGHLIGHTS

+ Improved Cash Fiow from Operations and
Liquidity — Cash flow provided by operations
of $75.3 million ($1.64 per share) for the
year ended October 31, 2005 was $23.5
million better than the $51.8 milion ($1.12
per share) in 2004 and exceeded the $41.2
million invested in net capital expenditures,
investments and other assets by $34.1 million.,

« Higher Crop Input Sales and Margin - Crop
Production Services ("CPS") crop nutrient,
crop protection product, seed and other
sales increased $80.6 million (or 11%) to
$815.8 million for the latest year. CPS
margins increased to 22.7% for year ended
October 31,2005 compared to 22%
last year.

< Higher Feed Tonne Sales and Margin - Feed
sales increased by 97,000 tannes (or 11%)
to 982,000 tonnes or the year ended
October 31, 2005, while the average margin
increased to $43.66 per tonne from $42.91
per tonne in the prior year. Gross profit and
net revenue from services from non-feed
business increased $4.9 million over the
prior year to $10.8 million,

- Change in Accounting Policy — In the fourth

quarter, the Cornpany changed its accounting

policy for certain insurance contracts

that provide for the recovery of premiums

depending on claims experience, Previously,

the premium payments were expensed

as incurred and the potential recovery was

treated as a contingent gain. Under the new

policy, such premiums are accounted for as

deposits with the insurer,

Higher EBITDA and EBIT - EBITDA

increased $24.6 mitlion (or 23.6%) to

$128.7 million for the year ended October

31, 2005. Similar ly, EBIT increased $29.1

mitlion (or 74.7%) to $68 million for the

latest year.

.

+ Improved Net Earnings - Net earnings of
$12.5 mittion ($0.25 basic and diluted
earnings per share) for the year ended



Qctober 31,2005 improved $22.7 million
or $0.50 per share over the loss of $10.2
miflion ($0.25 basic and diluted loss per
share) in 2004.

SALES

Sales and revenue from services for the year
ended October 37, 2005 decreased to $2.8
biflion, compared to $3 billion in fiscal 2004,
primarily due to iower commodity values
on grain handled, offset by higher Crop
Production Services sales and increased
livestock feed tonnes sold.

BUSINESS SEGMENT PERFORMANCE
SEASONALITY

The Company’s earnings foflow the seasona
activity pattern of Prairie grain production.
Activity peaks in the spring as new crops

are sown and in the fall‘ as mature crops are
harvested. Sales of CPS products peak during
May through July, corresponding with the start
of the growing season. {ollowed by increased
levels of crop nutrient sales in the late fall.
Although relatively steady throughout the
year, Livestock Services sales tend 1o peak
during the winter months as teed consumption
increases. Financial Markets agency fees follow
the related pattern of sales of the underlying
activity of Crop Production Services and
Livestock Services. Sales patterns have a
significant impact on the level of earnings and
generally result in lower earnings throughout
the early months of the fiscal year, with

Crop Production Services
For the years ended October 31
(in thousands — except percentages)

significant increases occurring in the third
quarter ended July 37.

CROP PRODUCTION SERVICES

Agricore United manufactures, distributes
and provides crop production support

for a variety of inputs, including crop

nutrition and crop protection products,

seed and agronomic services through 269
Customer Service Representatives {"CSRs")
operating from the Company's network of
B3 country elevators and 106 stand-alone
crop productién centres across western
Canada. Crop nutrition includes soil nutrient
assessment and application services, and sales
of tertilizer products. The Company offers
more than 290 crop protection products
including herbicides and insecticides and
provides custom application services directly
or through third-party contractors. Certified
seed varieties, such as Proven® Seed, Agricore
United's exclusive seed brand, offer improved
yield patential and other value added traits.
The Company provides agriculturai consulting
and crop planning services Lo heip farmers
meet their production goals or address other
specific needs. Agronomic Crop Enhancement
{ACE) specialists, who provide technical advice
on crop production issues and the most
profitable crop production practices, support
the Company’s CSRs.

Annual sales of crop inputs increased by $80.6
miflion, comprised ot a $78.4 millior increase
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in sales of crop nutrients (as a result of both

a stronger spring and fall sales seasons), a $5
million increase in seed sales {due to higher
spring demand for value-added seed products
with increased sales in Alberta offsetting

lost sales opportunities in Manitoba), offset

by a modest $1.9 million decrease in the

sale of crop protection ;iroducts {due to
adverse weather conditions which limited
opportunities for in-season application of
products in some regions). Crop nutrient
sales increased to 994,000 tonnes for the year
ended October 31, 2005 (or an increase of
11.6%) despite 3 prolonged harvest across
Alberta and Saskatchewan that both delayed
the start of the fall fertilizer application seascon
and extended it into November 2005. Other
sales and revenue from services of $19.8°
million for the current year continued largely
unchanged compared to last year.

| =
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forg b} {0 Bt
Seed Gross Profit and Setes ($ millions)
ears entfed October 31
T =58 Gross froliy
- [ Sead Salas
Gores Frzs e
0 0

(Restated ~
Note 24) Betier
2005 2004 (Worse) -

Gross profit and net 2 | 5 1 2 ]

revenue from services $ 184,999 $ 151,626 14.5% o
Operating, general and GropFrotcon rs ot an s (3 i)

administrative expenses (112,143} (108,392) (3.5%) :m:%‘:ﬁ Pt

— - Crop Prooction Sales

EBITDA 72,856 53.234 36.9%
Depreciation and @ o

amor tization (20,516) (21.485) 45%
EBIT $ 52,340 $ 31749 64.9% .
Operating Highlights o0
Seed, Crop Nutrition, Crop i o
Protection, Other Sales $ 815,794 $ 735229 11.0% : 3 2 3

Seed $ 95850 $ 90838 5.5% B o w5

Crop Nutrition $ 442,250 $ 363811 21.6% Fertizr Gross rait and Tommes St i)

Crop Protection $ 277,038 $ 278,907 (0.7%) Years ended Octoba 51
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The Company does not record sales unti
preducts are delivered or services rendered
to customers. The Company also defers the
recognition of gross prpﬁt from inter-company
sales untit product is sold to a third party.
Deferred inter-company profit is typically
lower at the end of July as seasonal sales

are largely complete by this date. Deferred
inter-company prafits at October 31, 2005
were $3.6 milion (2004 - $5.6 million).

During the first quarter of 2005, the

Company modified its estimate of deferred
gross profits on fertilizer products sold by its
subsidiary Western Cooperative Fertilizers

Ltd. ("Westco") to the Company and still

held by the Company pending sale to third
parties. In accordance with GAAP this

change in accounting estimate was applied

on a prospective basis éommencing with

the quarter ended Jandary 31, 2005, without
restating prior periods.The effect of the change
in estimate decreased tjhe recognition ot gross
profit in the first quarter and increased the
recognition in the Compary's second and third
quar ters by approximately offsetting amounts.
The impact of applying the change in estimate
to fiscal 2004, while not material, would be to
increase gross profit, EBITDA, EBIT and pre-tax
earnings by $632,000 a}wd reduce fiscal 2005
results Dy a commensutate amount.

The increase in gross pfoﬂt and net revenue

from services of $23.4 million for the current

year refiects:

- Increased tonnes of fertilizer sold at retail
margins (excluding Westco) consistent with
the prior year; ‘

Increased fertilizer grbss profit realized
from the Company's{proportionate share
in Westco; ‘
» Increased margins from higher sales of
value-added seed products;
Increased margins from the sale of crop
protection products; and
* Increased net agri-se?vices revenue
(agronomy, custom sbraying and application
services), offset by injcreased discounts,
writedowns and other sales program costs,

CPS operating, general and administrative
expenses ("OG&A”") expenses for the year
ended October 31,2005 increased $3.8
million due to a combination of higher
country operations costs associated with the
seasonal activity of CPS sales,a $727,000

increase in costs associated with the

" Company's consolidated share of Westco's

OG&A expenses (largely reflecting costs
associated with Westco's adoption of the
CICA accounting policy change concerning
asset reticement obligations) and a $636,000
increase in payroll costs from increased staffing.

GRAIN HANDLING

The grain handling industry typically ships
most of the grain produced in the 12-month
period ended luly 37 (the "Crop Year")

over the course of the next twelve months,
depending on the timing of the harvest.
Excluding the effect of the unusually severe
2002 drought, western Canada (the provinces
of Manitoba, Saskatchewan, Alberta and British
Columbia) produced an annual average of
48.5 million tonnes of the six major grains
(wheat, barley, oats, canola, flax and peas)
over the past 10 Crop Years, representing
about 95% of Canada's productive capacity.
On average, about 32 million tonnes {(or

65%) of total production is delivered to the
primary grain elevator network operated by
grain handlers such as Agricore United. Grain
Handling encompasses contracting, marketing
and transporting grain from the farm to end-use
markets utilizing the' Company's 83 country grain

elevator locations, 106 crop production centres

and full or partiai ownership of six port
terminals. Grain Handling begins with moving
the grain from the farmer’s field to the
Company's geographically-dispersed

and strategically Ioc.ated country elevator
network. The grain is weighed and the quality
is assessed. Grain is then shipped from the
country elevator to domestic, US, or Mexican
custormers (such as a flourmill or maltster) or
to a port terminal, usually for shipment to
off-shore end-use customers.

The Canadian Grain Commission ("CGC")
reported a 22,000 tonne decrease in industry
shipments of the six major grains (wheat,
barley, oats, cariola, flax and peas) for the

year ended October 31, 2005, Despite above
average production from the 2004 and 2005
crops, delays in producer deliveries of grain
into the primary elevator system and a delayed
harvest in both years limited mdQstry»wide
grain shipments and contributed to increased
carryout stocks, estimated to be 14.7 million
tonnes (an increase of 4.8 million tonnes or
49% over the prior year).

In line with overali industry activity, the
Company's total grain shipments, declined by
61,000 tonnes for the year ended October 31,
2005.The ratio of Company to industry grain
shipments of 34.5% for the year was similar to

the same period in 2004.

1989
1990

1991 | -
1992 R - "
1993 |papensans

1994

1983

1984

1985

1986 [EENERARE
1987

1988 g

Western Canadian Grain Production and Primary Elevator Shipments
(rriflion tonnes)

For 1he crop years ended luly 31

Shipmants

Prior Year Production

1995 1 i
19497
1998

999

000
2001
2002 3
2003 lggud
2004 &y
2005
2006

k4 - N

20102
(50 tormal

20104

trn tormal

200202 200204

000 farma)

Grain Handling Shipments
[million 1onnes)

GEESRIRERIRE Aqiicote United
C 7 industry

Trailing twetve months ended

2Ama2



Grain Handling
For the years ended October 31

(in thousands ~ except percentages,margins and turns) {Restared -
Note 24} Beter
2005 2004 {Worse)
Gross profit and net
revenue trom services - $ 211,446 $213567 (1.0%)
Operating, general and
administrative expenses (143,969) (140,079) (2.8%)
EBITDA 67,477 73,488 (8.2%)
Depreciation and
amortization (29,411) (32.077) 8.3%
EBIT $ 38,066 4141 (8.1%)
Operating Highlights
Industry shipments -
six major grains {Lonnes) 28,847 28,869 (0.1%)
Grain shipments -
country elevators {tonnes) 9,946 10,007 (0.6%)
Industry terminal handle -
six major grains (tonnes) 16,521 15,330 1.8%
Terminal handle (tonnes)” 5,891 5,606 5.1%
% Terminal handle to
grain shipments 59.2% 56.0% 3.2pt
Market share (%) 34.5% 347% 0.2py)
Meargin ($ per grain
tonne shipped) $ 2126 $ 2134 (0.4%)
Licensed storage capacity {tonnes}™
Industry 5,240 5073 3.3%
Company 1.270 1,206 5.3%
inventory turns
" {shipments divided by capacity) .
Industry 5.51x 5,69 x (0.18py)
Company 7.83 x 8.30 x {0.47pv)

"Company terminal handle (or receipts) excludes grain handled through the Prince Rupert Grain Terminal, in which it has an interest.
** Based on licansed storage reported ot August 1, 2004 (no report was available at October 37, 2004) and Gctober 30, 2005,

Grain handled through the Company’s port
terminals increased slightly for the fiscal

year as a result of higher third-party tonnes
handled as well as decreased rail shipments
from the prairies into the United States and
Mexico. The ratio of the Company's terminal
grain handle to industry receipts of 35.7% for
the year ended October 31, 2005 remained
comparable to the 36.6% ratio for the same
period last year.

For the year ended October 31, 2005, the
Company maintained its operating efficiency
by turning its storage capacity at a rate 42%
higher than the industry average. The slightly
larger decrease in the turn factor in the

current year compared to the industry reflects,

in part, the impact of the Company's recent
commissioning of several strategic storage
expansion projects.

Commodity margins per tonne for the year
ended October 31, 2005 were little changed
from the prior year due to 8 higher proportion
of grain. handled through the Company's port
terminals and improved port terminal margin
per tonne {from increased drying, cleaning
and blending), offset by lower non-CW8
merchandising margins (due primarily to
lower margins from beans and special crops
assoclated with the poor Manitoba bean
harvest in 2004).

Grain Handling OG&A expenses increased
$3.9 million for the latest year compared to
2004, including the effect of one-time expense
reductions in 2004 ($4.5 million tor favourable
property tax reassessments on the Company’s
port terminals in Thunder Bay and credit
expense recoveries of $577,000), Current year
increases included $2.1 million tor credit
expenses (including bad debt provisions),

Agricore United £x,.67.60 4

$1.3 million for utilities costs (related to
increased grain drying revenues), $1.2 million
for vehicle and travel expenses {primarily
associated with higher fuel expenses),
increased communications, advertising and
promotions expense, and increased repairs
and maintenance expenses (refated to
regularly scheduled maintenance). Offsetting
these increases in the current year were $1.2
million in lower wage costs at port. terminats
and lower salary costs in merchandising and
logistics, lower provincial capital taxes of $2.3
million (of which $864,000 arises from a
change in estimate concerning 2004), lower
property rental expenses and property taxes
ot $3.1 million, further non-recurring property
tax rebates on terminal properties in Thunder
Bay of $1 million and lower risk and insurance
costs (net of increased insurance costs under
the CGC credit insurance program).

LIVESTOCK SERVICES

The Company’s Livestock Services division
formulates and manufactures feed for

swine, dairy and beef cattle, poultry and
other specialty feeds from eight feed mills
and two pre-mix manufacturing centres in
British Columbia, Alberta and Manitoba.

The manufacture of complete teeds and
suppiements provides feed formulations
containing all or a significant portion of the
nutritional requirements of the livestock being
fed. Manutactured premixes supply a base
mix of vitamins and minerals to livestock
praducers who do their own complete feed
manufacturing Agricore United's feed mills
comply with all federal regulations and are all
certified or compliant with Hazard Analysis
Critical Contral Point ("HACCP") guidelines,
the inter nationalty recognized system of
quality control management for food safety. To
complement its manufacture and sale of feed,
Livestock Services also engages in marketing
swine and other ancillary services such as
arranging financing for livestock producers.

{0005 toriwes)
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The profitabitity of feed manutacturing is more
closely correlated 1o tdnnes sold than 1o gross
sale revenue. Feed prices tend to fluctuate

in response to the cost, of ingredients. Feed
sales of $210.5 million ($214 per tonne) for
the year ended October 31, 2005 decreased
from sales of $217 million (3245 per tonng)
last year, despite increased tonnes sold, due to
lower cost feed inbuts in western Canada, such
as feed wheat and teed barley The profitability
from swine sales and the Company’s equity
investment in The Puratjone Corporation
follows the underlying movement in hog prices
which have trended higher compared to the
prior year.

The increase in manufactured feed sold in the
year continues to reflect the strengthening
Livestock Services

For the years ended October 31
(in thousands - except pércentages

of western Canada's hog, pouitry and dairy
markets as well as an increase in the number
of beef cattle on feed in anticipation of the
US. decision on July 15, 2005 to resume
importing Canadian beef cattle under the age
of 30 months for the first time since May 20,
2003.The Company continues to increase its
diversification of manufactured feed between
poultry, hags, dairy, beef and other livestock
with beef feed in 2005 now representing less
than 20% of its total tonnes sold.

Feed margins per tonne for the year ended
October 31, 2005 exceeded 2004, as a result

of the consolidation of a competitor's operations
in British Columbia and improved ingredient
purchasing opportunities realized earlier in the
year. Gross profit on feed for the year

increased as a result of the combination of
both higher margins and increased tonnes sold.

Non-feed (predominantly swine) sales
increased in the year ended October 31,
2005 as a result of both stronger hog demand
and prices in the current period. Increased
hog prices compared to the prior year

also contributed to improved gross profit
and revenue from services. A $1.8 million
improvement in the Company's share of
earnings from The Puratone Corporation in
2005 was more than offset by reductions in
the Company's freight revenue ($7.6 million)
and imterest earned ($988,000 primarily due
to the expansion of Unifeed Financial).

and margins) (Restated, -
Note 24) Better
2005 2004 (Worse)
Gross profit and net
revenue from services $ 53,693 $ 43901 22.3%
Operating, general and
administrative expenses (33,922) (33822) (0.3%)
EBITDA 19,771 10,079 96.2%
Depreciation and
amortization (4,239) (3.857) (9.9%)
EBIT $ 15,532 $ 6222 149.6%
Operating Highlights
Feed sales {tonnes) 982 885 11.0%
Non-feed sales and
revenue from services $ 84,331 $ 75252 121%
Feed margin ($ per feed
tonne sold) ! $ 4366 $ 4291 1.7%
Non-feed gross profit and
net revenue from services $ 10,823 $ 5930 82.5%
FINANCIAL MARKETSAND OTHER Financial Markets and Other Investments
: inancial Markets a Vi
INVESTMENTS . For the years ended October 31
Through 1ts atliance with 8 Canadian Schedule {in thousands - except perceniages) Batter
| chartered bank, the Company's branded 2005 2004 (Worse)
trade credit financing vehicle, Agricore United ;
, e ) e ' Gross profit and net
F | "), f
inacial”™ ( AU_ Financial’) pfc?Yades the axl'mer revenue trom services $ 10,443 $ 9403 11.1%
customer with increased flexibility on credit Operating, general and
repayment terms gt competitive rates for administrative expenses (5.217) (3.417) (52.7%)
unsecured trade credit.In conjunction with the
0
same Canadian Schedule | chartered bank, the EB-H—DA_ ) 3.226 5,986 (12.7%)
) ) ) } Depreciation and
Company's branded credit financing vehicle, amortization (202) (115) (75.7%)
Unifeed Financial™, arranges secured loans o
livestock producers to purchase feeder cattle EBIT $ 5024 $ 5871 {14.4%)

and feeder hogs, as well as related feed inputs,

with terms that do not require payment until and receives a fee for performing front-end equity interest in complementary businesses

the fivestock is sofd. The Company continues credit review and management services. Other including an insurance company and insurance

to directly manage the customer relationship Investments include the Company’s ongoing brokerage firm.
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For the year ended October 31, 2004, the 0
Company earned $1.2 milion trom its equity

investment in Canadian Pool Agencies and

Pool Insurance Company which has not been
repeated this year. Coupled with $964,000
higher earnings from AU Financial and Unifeed

.J -\
» |

Financial and the absence of $1.6 mitliort in ! i
i

|

i

foreign exchange trading losses that occurred
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in 2004, net revenue from services increased (rotrel  (rotorma) {prooma)

$1 million for the year ended October 31, 2005. Corporate OG&A Expenses (8 milliors)
Trailing twetve montis endsd

For the year ended October 31, 2005, the

Company’s indemnity provisions and legal Corporate Expenses
costs decreased modestly despite a larger For the years ended October 31
. (in thousands - except percentages)
balance of credit issued and outstanding. {Restated ~
. . — Note 24) Better
Higher credit adjudication-costs related to 2005 2004 (Worse)
Unifeed Financial as well as new product
development expenses and other external Operating, general and
. - administrative expenses $ (36,593) % (38,646) 53%
services accounted for mast of the $1.8 million -
Depreciation and
increase in OG&A expense for the current amortization (6,349) (7677) 17.3%
year compared to 2004.
EBIT $ (42,942) $ (46.323) 7.3%
CORPORATE EXPENSES
Supporting the Company's other operatin
PP 9 pany o P . ¢ Selected Consolidated Financial Information
segments, the Corporate division provides For the years ended October 31
a variety of centralized functions including (in thousands - except percentages and
per share amounts) (Restated -
human resources management, management Note 24) Better
. N 2005 2004 {Worse)
information systems development and support,
treasury, financial reporting, taxation, legal, Gross profit and net
risk management, corporate.audit services, revenue from services $ 460,581 $ 428497 7.5%
shareholder and member services and Operating, general and
investor relations. administrative expenses (331,844) (324.356) (2.3%)
Corporate OG&A expenses for the year EBITDA 128,737 104141 236%
‘ . Depreciation and
ended Octobér 31, 2005 declined by 32.1
nded O neay amortization (60,717) (65.211) 69%
million related 1o lower rent costs, resulting
from the disposition of leased properties in EBIT 68,020 38,930 74.7%
Calgary and Winnipeg in late 2004, as well Gain (loss) on dispasat
as $942,000 lower non-interest financing and _of assets ‘ 1653 (289) 672.0%
bank charges (due to lower outstanding lstters - Interest and securitization 198 5 »
of credit) and lower risk and insurance costs, EXPerses (49.877) (52.144) 4.3%
offset by $360,000 additional consulting fees 19,796 (13.503) 246.6%
concerning the Company's project to comply Recovery of (provision for)
with the Canadian Securities Administrators’ income taxes
new internal control requirements and higher Current portion (4.703) (2588) (75.0%)
a ¢ Future portion - (2,579) 6025  (1428%)
legal fees associated with the ongoing
disposition of the Company's former United Net earnings {loss) for
Grain Growers Limited port grain terminal in the period $ 12514 $ “OJYSG) 2233%
Vancouver ("AUV Terminal”}. Earn
arnings per share —
basic and diluted $ 0.25 $ (025 200.0%
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CONSOLIDATED FINANCIAL RESULTS
GROSS PROFIT AND NET REVENUE FROM
SERVICES, EBITDA AND EBIT

The Company's grass profit and net revenue
from services for the yeér ended October
31,2005 increased '$32.1 million over 2004
due to higher sales of crpp inputs, increased
livestock feed sales volurne and margins and
higher profit from llvest:ojck sales. These factors
are discussed in greater detail under "Business
Segment Performance”.

OG&A expenses for the year ended October
31, 2005 increased $7.5.million over last year,
largely due to the increases of $3.8 miliion (or
35%) in Crop Production Services, $3.9 million
(2.8%) in Grain Handling and $1.8 million in
Financial Markets and Other Investments,

GAIN (LOSS) ON DISPOSAL OF ASSETS
AND OTHER RECOVERIES

in the tourth quarter 012005, the Company's
gain on disposal of assets includes the release
of $793,000 in prowisions originally established
for the write-dowri of rédundant assets.

Due to changes in use or timing of certain

INTEREST AND SECURITIZATION EXPENSES

For the years ended October 31
(in thousands - except percentages)

oftset by Corporate expense reductions of
$2.1 million, discussed above under "Business
Segment Performance”. The weighted average
equivalent full-time ("EFT"} staff' of 2,800 for
the latest year increased 0.4% over the year
ended October 31,2004 (2,788 EFTs).

Depreciation and amortization expenses
declined in the year ended October 317, 2005
as the rate of amortization of assets continues
to exceed the level of sustaining capital
expenditures (estimated to be between

$35 million and $40 million annually).

.
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assets originally planned for disposition, these
provisions are no longer considered necessary
and the Company increased its fixed assets

by $11.5 million, reduced accounts payable by
$332.000, reduced goodwill by $7.7 million
and reduced future income taxes by $4 miflion.
Apart from this component. the gain on

2003Q2 200304 200402 200404

3L

disposal of assets for the year ended October
31, 2005, compared to the loss of $283,000
for last year, reflects the disposition of assets
in the normal course of business. Proceeds of
$5.5 mitlion from the disposition of assets for
the latest year remained comparable to $4.6
million in 2004

Better
2005 2004 (Worse)

Interest on:
Convertible debentures $ (9,450) $  (9450) - %
Long-term debt : (31,381) (33,793) 71%
Short-term debt (9,249) 9.117) (1.5 %)
Securitization expenses: (1,718) (1.665) (3.1 %)
CWB carrying charge recovery 1919 1,875 2.3%
$ (49,877) $ (52.144) 4.3%

Short-term interest cosjts for the year ended
October 31,2005 increased modestly due

1o a 109 basis poirit (or 1.09%) increase in
average borrowing costs offset by $19.6 million
{or 13%) lower average borrowings for the
year. Capitalized interesi refated to capital
expenditures declined by $416,000 to
$487,000 for the year as a result of fewer

high value capital projeéts undertaken,

A $17 mifiion (or 37%); increase in the average
value of securitized grain (to $67 million)
reflects increased purchases of grain on behalf
of the CWB and was the primary reason for
the increase in related securitization expenses

for the quarter. The CWB compensates grain
handlers for the cost of financing inventory
purchased on its behalf and this recovery

is recorded as an offset to Interest and
Securitization Expenses in the Consolidated
Statements of Earnings and Retained Earnings.

Long-term interest casts decreased for the
year ended Qctober 31, 2005 compared (0
the prior year as a result of scheduled long-
term debt repayments.

INCOME TAXES
The Company's effective tax rate for the
year ended October 31, 2005 was 36.8%

(2004 ~ 24.7%).The effect of the Large
Corporation Tax (which effectively levies a
flat tax rate on capital employed at the end of
the year) accounted for the lower tax recovery
rate for the prior year. The effect of the Large
Corporation Tax in the current year was less
significant due to a 247% increase in pre-tax
earnings, phased-in rate reductions and an
additional one-time recovery of $680,000
milfion in the current year.

“nc.uding staff reioted to the Carnzar; = 140k owned subsidiries und jomt ventwe i Caszadia Termuna!




INCOME FORTHE PERIOD

Net earnings of $12.5 mittion ($0.25 basic and
diluted earnings per share) for the year ended
October 31,2005 was $22.7 million better
than the restated $10.2 million loss (30.25
basic and diluted loss per share) for the same
period last year. Per share calculations for the
respective periocds reduced income by the
cost of the $1.1 million annual preferred
share dividend. '

As a result of the accounting policy change
related to the Finite Insurance Layer (discussed

Selected Annual Financial Information

in detail under “Finite Insurance Layer} the
restated loss improved by $3.6 million (or
$0.08 per share) for the year ended October
31, 2004.The change in accounting policy
also improved the results for the previously
reported nine months ended luly 31, 2005 by
$3.2 million or $0.07 per share.

SELECTED ANNUAL AND QUARTERLY
INFORMATION

Agricore United Experients Global Growth,

" basis, that increased the first quarter deferral
of gross profit from fertilizer sales, offset by
increased recognition of gross profits from
fertilizer sales in the Company's second
and third quarters. This change affects the
comparability of the quarterly summary of
financial data provided for the prior year.

As outlined under "Crop Production Services”,

the Company implemented a change in
accounting estimate in 2005, on a prospective

For the years ended October 31 (Restated)
{8 miliions - except per share amounts) 2005 2004 2003
Sales and revenue from service $ 27753 $ 30481 $ 27282
Net earnings (loss) from continuing operations 125 (10.2) (18.3)
Earnings (loss) from continuing operations per share
Basic 0.25 (0.25) (0.43)
Diuted 0.25 (0.25) (0.43)
Net earnings {loss) 12.5 (10.2) (5.5)
Earnings (loss) per share
Basic 0.25 0.25) (015)
Diuted 0.25 0.25)
Total assets 1.477.2 14534 15735
Total long-term financial liabilities 4237 4628 502.5
Cash dividends declared per:
Limited Voting Common Share 0.12 0.12 0.03
Series "A" convertible preferred shares 1.00 1.00 1.00
Selected Quarterly Financial Information
For the quarters ended {Restated) {Restated) {Restated) {Restated) {Restated) {Restated) {Restated)
{$ miflions - except per share amounts) 2005Q4 2005Q3 200502 2005031 200404 2004Q3 2004Q2 2004Q1
Sales and revenue from service $ 5659 31,0213 $ 6400 $ 5481 3 6124 $ 1,146.6 $ 6381 $ 6510
Net earnings (loss) from
continuing operations $ (13.0) $ 483 3 (44) $ (184) $ (231) §. 428 $ (166) $ (13.3)
Earnings (loss) from continuing »
operations per share
Basic $ (029) $ 106 $ ) $ (047) $ (052) $ 094 $ (037) § (030)
Diluted $ (029) § 082 $( $ (047) $ (052) $ 073 $ (037) % (0.30)
Net earnings (loss) $ (1300 $ 483 $ ) $ (184) $ (231) % 428 % (166) % (133)
Earnings (loss) per share :
Basic $ (029) % 106 $ (0.10) $ (047) $ (052) $ 044 $ (037) 3 (0.30)
Diluted $ (029 § 082 $ (0.10) $ (047) $ (052). $ 073 $ (037) 3% (0.30)
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I
OTHER MATTERS |
RELATED PARTY TRANSACTIONS
The Company transacts with related parties in
the normal course of b@siness at commercial
rates and terms. The Company receives a
shipper's return for grain movement through
its investrment in the pdrt terminal at Prince
Rupert. The Company purchases crop
protection products through a member-
owned purchasing‘coop?)erauve, Inter-provincial
Cooperative Limited, V\)hich entitles the
Company to receive pétronage earnings.
The Company also sellé commodities to
its principal shareholder, Archer Daniels
Midland Company; and its subsidiaries and
associated companies.

Total sales to non-consblidated related parties
were $95.7 millior; for ﬁhe twelve-months
ended October 31,2005 (2004 - $120.5
million) and total purchases from related
parties over the same period were $42.2
miltion (2004 - $51.8 nﬁillion).At Qctober 31,
2005, accounts regeivable Irom and accounts
payable to related parties totaled $6.6

million (2004 - $2.8 million) and $117,000
{2004 - $43,000), respbctively

ACCOUNTING POLICY CHANGES

Finite Insurance Layer

In the fourth quarter, the Company changed
its accounting palicy for certain insurance
contracts that provide for the recovery of
premiums depending on claims experience.
Previously, the premium payments were
expensed as incurred and the potential
recovery was treated as a contingent gain.
Under the new policy, such premiums are
accounted for as deposits with the insurer,
This treatment is consistent with U.S. GAAP
and the Company believes it will provide
greater comparability with other companies
using similar insurance products. This change
in accounting policy has the effect of reducing
OG&A expenses, improving EBITDA and
pre-tax earnings by $5 million (2004 - $5.6
miflion), increasing income taxes by $1.8 million
(2004 -.$2 mittion), increasing net income by
$3.2 million (2004 ~ $3.6 million), decressing
Prepaid Expenses by $1.1 million (2004 - $1.1
million), increasing Other Assets by $13.3
million (2004 - $8.7 million) and decreasing
the long-term asset portion of Future Income
Taxes by $4 million (2004 - $1.8 milion). A

Accounting Policy Change - Finite Insurance Layer

For the quarters ended
(thousands - except per share amounts)

summary of the net effect of the earnings and
balance sheet restatement for each of the
quarters ended January 31, 2004 to July 31,
2005, is presented below.

Asset Retirement Obligations

Effective November 1, 2004, the Company
adopted CICA Handbeok Section 3110,
Asset Retirement Obligations ("AROs").

The Company has identified asset retirement
obligations related to site restoration for
certain property leases. However, these
obligations are not material either individually
or in aggregate and, as such, a liability for ARQOs
has not been recognized. The majority of these
obligations were provided for under existing
merger-related provisions and are expected

to be settled within the next five years.

Westco, a joint venture of the Company,

has determined its previously recognized
reclamation obligation qualifies as an ARO
and has accounted for it accordingly. Given
that the ARO balance approximates the
previously established reclamation pravision
and the retroactive income statement impact

to date is not material, the Company has

2005Q3 2005Q2 200501 2004Q4 2004Q3 200402 20041
Consolidated Statemeﬁt of Earnings and Retained Earnings:
OGR&A expenses, EBITDA and pre-tax earnings
Grain Handling $ 1,452 $ 1,452 $ 1445 $ 1440 $ 1,440 $ 1433 $ 480
Crop Production Setvices 53 53 52 53 53 . 53 17
Livestock Services 150 150 158 161 161 161 54
Corporate X 11 13 13 13 13 4
1,666 1,666 1,668 1,667 1.667 1,666 555
Provisions for income t%ixes
Current portion (52) (51) (54) (59) (59) (59) (19)
Future portion (546) (547) (546) (543) (543) (543) (181}
(598) (598) (600) (602) (602) (602) (200)
Net earnings (loss) from continuing operations $ 1,068 $ 1,068 $ 1.068 $ 1,065 $ 1,065 $ 1064 $ 355
Earnings (loss) from continuing operations per share  $ 002 $ 002 $ 002 $ 002 $ 002 $ 002 s 0O
Consolidated Statemeli\t of Cash Flows
Cash provided by operz;ations $ 1614 $ 1615 $ 1,674 $ 1608 $ 1,608 $ 1607 $ 536
Cash flow per share $ 004 $ 004 $ 004 $ 004 $ 004 $ 004 $ 0O
Consolidated Balance Sheet:
Prepaid expenses : $(2779) $(4.445)  $(6117) $(1.112) $(2779) $(4,448) $ (6112)
Other assets 13334 - 13334 13,334 6.667 6,667 6,667 6,667
Long-term portion of future tax assets (3,449) (2.903) (2,356) (1.810) {1.267) (724) (181)
Accounts payable (353) (301) (250) (196) (137) (78) (19)




recognized Westco's adoption of Section

3110 prospectively without a reslatement of
opening retained earnings. As at November

1, 2004, the Company's propartionate share
of Westco's ARO balance of $18.3 miliion,
which represents the discounted future value
of the estimated cash flows required to settle
the obligation, was comparable to the previous
reclamation provision prior to the adoption

of AROs.

Variable Interest Entities

Effective November 1, 2004, the Company
adopted CICA Accounting Guideline AcG-15,
Consolidation of Variable Interest Entities
("VIE").AVIE is any legal structure used to
conduct activities or hold assets which is not
controlled by voting interests but rather by
contractual or other interests that change with
that entity's underlying net asset value. The
application of these rules to specific situations
is complex and the interpretation of the rules
is evolving, The Company currently accounts
for its subsidiaries in accordance with the
Company's principles of consolidation. Based
on its assessment of the entities in which it has
comractual and other interests, the Company
has concluded that these entities are either
not VIEs or the adoption of AcG-15 did not
result in a material change to the consolidated
financial staterments. As a result, the adoption
of this guideline had no material impact on
the Company's consolidated financial
statements for the year ended October

31, 2005,

CRITICAL ACCOUNTING ESTIMATES
The preparation of financial statements in
accordance with GAAP necessitates the use
of management estimates, assumptions and
Jjudgment that affect reported amounts of
assets, liabilities, revenues and expenses and
disclosure of contingent assets and liabilities at
the date of the financial staterments. Although
management reviews its estimates on an
ongoing basis, actual results rﬁay differ from
these estimates as confirming events occur.
The following components of the financial
statements depend most heavily on such
management estimates, assumptions and
Jjudgment, any changes in which may have a
material impact on the Company’s financial
condition or results of operations.

Valuation of Long-lived Assets and Asset
Impairment '
Goodwill is not amortized and is assessed

for impairment at the business unit level at
least annualty or whengver events or changes
in circumstances suggest that the carrying
amount may not be recoverable. Potential
goodwili impairment is identified by comparing
the fair value of a business unit, estimated using
discounted cash flows, to its carrying value.
Should the carrying value exceed the assessed
fair value of the business unit, the goodwill
impairment would result in a reduction in the
carrying value of goodwill on the balance sheet
and the recognition of a non-cash impairment
charge in the consolidated statement of
earnings and retained earnings. While the
Company believes that all ol its estimates are
reasonable, there exists inherent uncertainties
that management may not be able to control.
As a result, the Company is unable to
reasonably quantify the changes in its overall
financial performance if it had used different .
assumptions and it cannot predict whether an
event that triggers impairment will occur, when
it will occur or how it will affect the asset
values reported,

The Company periodically assesses the
recoverability of values assigned 1o long lived
assets after considering potential impairment
indicated by such factors as business and
market trends, future prospects, current
market value and other economic factors.

In pertorming its review of recoverability,
management estimates the future cash flows
expected to result from the use of the asset
and its eventual disposition. If the sum of the
expected future cash flows is less than the
carrying value of the asset, an impairment loss
would be recognized based on the excess
of the carrying value of the asset over the
fair market value calculated using discounted
future cash flows.

The Company's comprehensive restructuring
plan to rationalize its country operations
involves the expected dernalition or sale of
redundant locations, either closed or expected
to be closed. The remaining provision for
demolition and other cash costs associated
with the closure of these facilities was $3.7
million at Qctober 31, 2005 (2004 - $4.7
miflion). The Company's net book value

of fixed assets has been written down to
reflect the value of facilities expected to be
sold or dismantled. A substantial change in
estimated undiscounted future cash flows for
the Company’s assets could materially change
their estimated fair values, possibly resulting
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in additional impairment. Changes which may
impact future cash flows include, but are not
limited to, competition and general economic
conditions and unrecoverable increases in

operating costs.

Income Taxes

Future income tax assets and liabilities

are recognized for the future income tax
conseguences attributable to temporary
differences between the financial statement
carrying values of assets and liabilities and
their respective income tax bases. Future
income tax assets or liabilities are measured
using enacted or substantively enacted
income tax rates expected to apply to taxable
income in the years in which those temporary
differences are expected to be recovered or
settled. The calculation of current and tuture
income taxes requires management to make
estimates and assumptions and o exercise a
certain amount of judgment concerning the
carrying values of assets and liabilities. The
current and future income tax assets and
liabiiities are also impacted by expectations
about future operating results and the timing
of reversal of temporary differences as well

as possible audits of tax filings by regulatory
agencies, Changes or differences in these
estimates or assumptions may result in changes
to the current and future income tax assets
and liabilities on the consolidated balance
sheet and a charge to or recovery of income
tax expense.

At October 31, 2005, the Company had

net tuture income tax assets of $30.2 million
(2004 ~ $38.4 milion), comprised of net
operating loss carry-forwards and other net
deductible temporary differences, which can
be utilized 10 reduce either taxable income

or taxes otherwise payable in future years, As
at October 31, 2005, the Company had loss
carry-forwards of about $317 million (2004 -
$328 million) available to reduce income taxes
otherwise payable in future years, with about
$93 miftion (2004 — $143 million) expiring
between October 2008 and 2010.A future tax
asset of about $111 million has been recorded
in respect of these unutilized losses with about
$14 miltion classified as a short-term future
tax asset. Management regularly assesses the
Company's ability to realize net future income
tax assels based on all relevanmt information
available and has concluded that it is more
likely than not that these loss carry-forwards
can be fully utilized prior to expiry. In making
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its assessment, the Company considered,
among other things, historical and projected
future earnings. Accordingly, the Company has
not recorded a valuation allowance related
to these assets. If the Cémpany’s projected

- future earnings do Inot ﬁﬂaterialize o the
extent required to perrﬁit the full realization of
these loss carry-forwards, the Company would
record an appropriate valuation allowance in

the period when such a determination is made.

This would result in a decrease to reported
earnings and an ingrease to the Company's
effective tax rate in that period.

Pension and Other Post-Employment
Benefits

Certain estimates and assumptions are used
in determining the Company's defined benafit
pension and other post?—employment benefit
obligations, including mé discount rate, the
expected long-term raté of return on plan
assets and expected growth rate of health
care costs. These assumptions depend on
various underlying factars such as economic
conditions, investment ber‘formance, employee
dermographics and mortality rates. These
assumptions may changé in the future and
may result in material cﬁanges in the pension
and employee benefit blans expense recorded
in OG&A. Changes in financial market returns
and interest rates could also result in changes
to the funding requirerﬁents of the Company's
defined benefit pensior plans. A substantial
number of the Companjy's employees are
members of its deﬂned} contribution plans.
The Company's remainfng defined benefit
plans cover a closed group of members and
all retirees prior to the ‘Company's conversion

to defined contribution plans.

For 2005, the discount fate used for calculation
of pension benefit plans was 55% (2004 -
6.0%) and for other future benefits was 6.25%
(2004 - 6.25%). The expected long-term rate
of return on plan assets for pension benefit
plans for 2005 was 6.7% (2004 - 6.7%). A one
percentage-point decrease in the assumed
return on plan assets w‘ou!d increase the
projected pension expénse by $1.2 million. A
one percentage-point decrease in the assumed
discount rate would increase the pension
expense by $419,000 and the accrued benefit
obligation by $16.3 mition and increase the
other future benefit expense by $71,000 and
the accrued other future benefit obligation by
$1.7 million. A one percentage-point increase
in the assumed trend in health care cost would
increase interest costs by $6,000 and increase

the accrued benefit obligation by $313,000.
The sensitivity of each assumption has been
calculated independently. Changes to more
than one assumption simultaneousty may
amplify or reduce the impact on the accrued
benefit obligations or benefit plan expenses.

Environmental Matters

The Company's other long-term liabilities
include its pro rata share of the asset
retirement obligation ("ARQ") associated
with a joint venture's fertilizer manufacturing
and processing plants which discontinued
operations in 1987.The period to complete
the reclamation project is estimated to be
about 10 years from the current date and
the joint venture's management continues
to believe that the ARO is adequate. The
Company's share of the ARO was $17.4
miflion at Octaber 31, 2005 (2004 - $18.1
million). The Company's other long-term
liabilities at October 31, 2005 also included
a turther $5 million provision (2004 - $5
million) accrued by the Company as part of
its revaluation of the liabilities of Agricore
Cooperative Ltd. on acquisition at November
1,2001.

LIQUIDITY AND CAPITAL
RESOURCES
SOURCES AND USES

Cash Flow Provided By Operations

Per share calculations for the respective
periods reduced cash flow provided by
operations by the cost of the $1.1 million
Cash Flow Provided by Operations

For the years ended October 31
{in thousands — except percentages and

annual preferred share dividend. Current
income taxes are significantly less than the
prevailing tax rate on pre-tax cash flows
due to the tax shield provided by capital
cost allowance and the Company's foss
carry-forwards. Accordingly, current income
taxes largely reflect Large Corporation
Capital Tax as well as the taxable position
of certain subsidiaries.

Non-cash Working Capital

Non-CW8 grain inventories decreased

due entirely to lower values of non-CWB
inventories at the end of 2005, Crop nutrition
inventories decreased madestly as higher

fall sales contributed to lower end-of-season
inventory carryout. Nevertheless, year-end
inventories were higher than expected due
to the extended fall fertilizer season which
continued into November 2005. Crop
protection product inventories increased due
to changes in the mix and value of inventories
heid at year-end.

Accounts receivable increased due to a $41
million increase in Grain Handling receivables
related to the timing of late shipments and
billing in October 2005 compared to the
prior year, increased sales activity in the
Company's subsidiary XCAN Far East Ltd.
and higher CPS accruals related to the
segment’s underlying increase in Westco
receivables, ofiset by lower receivables in
Livestock Services associated with increased
utilization of Uinifeed Financial.

per share amounts) (Restated -
Note 24) Better
2005 2004 {Worse
EBITDA $ 128,737 $ 104147 § 24596
Add:
Non-cash compensation
expenses 2,394 2974 (580)
Other non-cash expenses 917 294 623
Investment tax credits — 89 (89)
Less:
Non-cash earnings from
equity investments (2,166) (833) (1,333)
Adjusted EBITDA 129,882 106,665 23217
Interest expense (49,877) (52,144) 2.267
Pre-tax cashflow provided
by operations 80,005 54,521 25,484
Current income taxes (4,703) (2.688) (2,015}
Cash flow provided
by operations $ 75302 $ 51833 % 23469
Cash flow provided by
operations per share $ 1.64 3 112 46.4%
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Non-cash Working Capital
As at October 31

(in thousands)
Sources
2005 2004 {Uses)
Inventory
Non-CW8 grain inventory $ 133134 $ 137285 3 415
Seed inputs held for resale - 14,711 14,447 (324)
Crop nutrition products 130,695 132,370 1675
Crop protection products . 88,656 84,084 (4572)
Other merchandise held
for resale i 14,753 15,728 975
382,009 383914 1,905
Accounts recelvable 242,941 185232 (57.709)
Prepaid expenses 17,106 18,777 1,671
Accounts payable and
accrued expenses (313,233) (326,901) (13,668)
$ 328823 $ 261022 $ (67.807)
Capital Expenditures, Acquisitions and projects, $4.5 million for replacement of air fiscat 2008, including $6 million to complete
Divestitures filtration systems in Thunder Bay terminals projects undertaken in 2005. These capital
Capital expenditures of $36.4 million for and $4 million for four strategic grain storage expenditure commitments at October 31,
the year ended October 31, 2005 increased expansion projects. There are no delays or 2005 include a large variety of projects, none
$3.9 million over the same period last year material cost overruns expected refated to of which are individually significant.
but were within the Company's estimate of compieting these projects. L
N - o Contractual Obligations
$35 million to $40 million. Individually targe , -
) . . - The Company expects to use cash flow The Company's contractual obligations due for
capital expenditures include $7.4 million for : . :
) provided by operations to fund between $35 each of the next five years and therealter are
the expansion of the Carman Bean Plant, $3.8 » o ] ) ] .
o . N miflion and $40 million in capital expenditures in summarized below:
miiliion for fifteen fertilizer storage upgrade
Contractual Obligations
{in thousands) Less than After
Total 1Year 2 1o 3Years 4 10 §Years 5Yeurs
Balance Sheet Obligations
Long-term debt $ 322,613 $ 39303 $ 118557 $ 41,640 $ 123113
9% conver tible unsecured :
subordinated debenture 105,000 — 105,000 — —
Reclamation provision 17.386 2,592 8.287 3.306 3.201
Other long-term obligations 5521 — 521 — 5,000
450,520 41,895 232,365 44,946 131,314
Other Contractual Obligations
Operating leases 76,365 14,553 20,841 12314 28,557
Purchase obligations’ 306,397 295,362 9337 1.388 310
382,762 309,915 30278 13,702 -28.867
Total Contractual Obligations $ 833,282 $ 351810 $ 2062643 $ 58648 - § 160181

"Substantiafly ali of the purchase abligations represent contractual commitments to purchase commodities and products for resale.
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DEBT
Debt Ratings

The Company's debt ratings issued by Standard & Poor's and Dominion Bond Rating Service Limited remained unchanged since the
Company's last annual report dated December 9, 2004,

9% Convertible o
. Series ‘A
Senior Long-term Series'A’ and Unsecured i
o ) Convertible
Debt B’ Notes Subordinated
Preferred Shares
Debentures
Standard & Poor’s' . BB B+ na
Dominion Bond Rating Service Limited? BB {low) BB (high) na Pfd-5 (high)
' As at December 23, 2004
“ As at March 11,2005
Short-term Debt
For the years ended Ottober: 31 Short-term Debt
(in thousands) | (Rectoted - Bank loans of $178.2 million at October 31,
Note 24) Betier 2005 were $69.2 million higher than a year
2005 2004 (Worse) .
‘ earlier as uses of cash exceeded sources.
Cash flow provided ' Non-cash working capital increased $67.8
by operations $ 75302 $ 51833 $ 23469 - 2004 — g
Decrease (increase) in. million. year-over-year ( — decreased
non-cash working capita! (67,801) 64,396 " (132,197) $64.4 million) for the reasons noted above
Working capital agquired — 923 (923) in "Non-cash Working Capital” offset by a
Other non-cagh incr eases $23.5 million increase in cash flow provided
(decreases) in working capital 258 3472 (3214) by operations (see "Cash Flow Provided
7,759 120624 (112.865) | by Operations”).
Net capital expenditures U C .
and investments (41,185) (41,530) 345 nder the terms of the Lompany's loan
Financing Activities agreements, scheduled long-term debt
Scheduled debt repayments, repayments increased $11.9 million during the
net of advances | (38,647) (26.745) (11.896) most recent year. The $9.9'million decre
Dividencs paid | (6,545) (6,541) I it year the »=mi ese
Deferred finanging and in cash and cash equivalents compared to
other costs ‘ 4,071) (4.385) 314 last year-end largely reflected a decrease in
Member and staff loan cash held by its subsidiaries and joint ventures
repaym.ents, net (491) (627) 136 pending the settlement of trade credit
Share capital issued (redeemed), o o .
net of issue cost 366 822) 1,188 obligations or the distribution of cash to the
Bank debt acquired : — (480) 480 subsidiaries’ sharehotders and joint venturers.
Cash on deposit 13,624 3705 8919 Cash distributions from the Company’s
! rincipal subsidiaries (those in which the
Sources (uses) of cash (69,185) 43100 (112.384) 2 P { -
Bank loans, beginning at ompany has at least a 50% interest) oceur at
the year (109,000) (152,199) 43,199 regular intervals and the Company maintains
an active role in all decisions affecting cash
Bank loans, end of . B -
' distributions from these subsidiaries.
the year (178,185) {109.000) (69,185)
Member and employee loans (22,630) (23121) 491 The Company's outstanding letters of credit at
: 1,2 42.6 mili
Bank and other loans S (200815) 5 (132121) S (68g04)| Ccwover 31,2005 decreased by $42.5 milion
compared to the prior year largely as a result
Revolving Credit Facility: of substituting letter of credit security provided
Qutstanding letters | to the CGC with a more cost effective
of credit $ 5614 39932 $ 4258 credit insurance program underwritten b
Available uncommitted o .p g‘ ‘ .y
short-term revalving facility $ 159,920 $ 169406 $  (9486) a major international insurer. The remaining
Revolving facility $ 425,000 $ 375000 $ 50000 outstanding letters of credit are issued in the

normal course of business in support of the



Company's grain volume insurance program,
debt related to the Company’s interest in
the Cascadia Terminal, trading activities on
the Winnipeg Commodity Exchange and as
security for electronic data interchange and
other wire payments.

The Company's available uncomimitted
short-term revolving facility at October 31,
2005 decreased by $9.5 million to $159.9
million as a result of the Company increasing
its bank loans by $69.2 million, offset by a
$42.6 million reduction in letters of credit
outstanding. Atthough the revolving facility
increased $50 million to $425 million effective
September 1, 2005, only $369 million was
available at October 31, 2005 based on the
underlying borrowing base. The current facility
will increase to $475 million on January 1,
2008 in order ta address seasonal volatility

in working capital requirements. In May 2005,
the Company added an additional Schedule

Il Canadian chartered bank to its banking
syndicate.The Compah_y expects to renew

its revolving facility on at least as favourable
terms and conditions on or before the current
tacility's expiry date of February 28, 2006.

Cash flow provided by operations of $75.3
million for the year ended October 31,
2005 exceeded the $41.2 million invested
in net capital expenditures, investments and
other assets by $34.1 million. Scheduled
principal repayments on long-term debt and
shareholder dividends totaled $45.2 million
over the same period,

Long-Term Debt

The Company made $39.3 milion of scheduled
principal repayments during the course of the
year. Total long-term debt of $322.6 million at
October 31,2005 consisted of $106 million
of the bank term facility (maturing February
2007), $99.4 million of the term lacility (due
2016), $108.8 million in term notes with a
syndicate of Canadian lite insurance companies
(maturing between 2011 and 2023) and $8.3
million of long-lerm subsidiary debt. Of this
total, $39.3 million is scheduled for repayment
within the next 12 months, The borrowing
facilities are secured by charges over all the
assets of the Company and its materiat wholly
owned subsidiaries and by specific charges
over material fixed assets.

Convertible Debentures
On Novembper 27, 2002, the Company issued
$105 million in Debentures, maturing

November 30, 2007 The Debentures are
convertible, at the option of the holder
prior to the maturity date at a conversion
price of $7.50 per share or 133.3333 Limited
Veting Common Shares per $1,000 principat
amount of Debentures (an aggregate of 14
million Limited Voting Common Shares
assuming conversion of all of the Debentures).
The Debentures may be redeemed by the
Company under certain circumstances after
November 30, 2005 for cash or by issuing
freely tradable Limited Voting Common
Shares. As at October 31, 2005, none of

the Debentures have been redeemed or
converted into Limited Voting Comimon Shares.

OFF-BALANCE SHEET OBLIGATIONS
AND ARRANGEMENTS

Pension Plan

At October 31, 2005, the market value of
aggregate plan assets of the Company's various
defined benefit plans exceeded the aggregate
accrued benefit obligations. The Company has
applied to the Office of the Superintendent of
Financial Institutions ("OSFI") to merge two
defined benefit plans with an aggregate surplus
of $16.6 million and two defined benefit plans
with an aggregate deficit of $11.6 million,
which would result in the Company having two
defined benefit plans, one with an aggregate
surplus and one with a modest deficit. If

OSFl were to decline the merger application,
the Company will be required to fund the
defined benefit plan deficits over a period of
five to fitteen years. The Company reported

a deferred pension asset of $13.1 million in
Other Assets at October 31, 2005. During
2005, the Company began funding one of its
defined benefit plans following the expiration
of a contribution hotiday. Accordingly, it

made $1.9 million in cash contributions to its
defined benefit plans and $2.6 million in cash
contributions to the defined contribution and
multi-employer plans for the year ended
October 31,2005 (compared to the pension
expense of $5.6 million recorded in the

financial statements).

Agricore United Financial and Unifeed
Financial

AU Financial provides working capital financing,
through a Canadian Schedule | chartered bank,
tor producers to purchase the Company's crop
nutrition products, crop protection products
and seed. Outstanding credit of $323.8 million
at October 31, 2005 advanced through AU
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Financial, increased from outstanding credit
of $283.5 miltion at the same date last year,
largely due to increased underlying sales
activity. At the same time, credit over 90

days increased modestly to 1.8% of total
outstanding receivables from 1.6% a year earlier.
About 90.2% of outstanding credit is related to
AU Financial's highest credit rating categories,
comparable to 90.1% the prior year. The
Company indemnifies the bank for 50% of
future losses under AU Financial to a maximum
limit of 5% of the aggregate qualified portiolio
batance. The Company's aggregate indemnity
will vary at any given time with the size of the
underlying portfolio.

Uniteed Financial provides additionat working
capital financing, through & Canadian Schedule
| chartered bank, for livestock producers

to purchase feeder cattle, feeder hogs and
related feed inputs under terms that do not
require payment until the livestock is sold,
The customer base tor Uniteed Financial
Llends to be smaller with individually larger
average credit balances than AU Financial.
Unifeed Financial approved $45.8 million
(2004 - $32.7 million) in credit applications
of which customers had drawn $21.8 million
(2004 — $9.3 million) at October 31, 2005.
The Company has indemnified the bank for
aggregate credit losses of up to $5.2 million
based on the first 20% o 33% of new credit
issued on an individual account as well as for
credit losses, shared on an equat basis, of up to
5% of the aggregate qualified portfolio balance.
The Company's aggregate indemnity will vary
at any given time with the credit rating of
underlying accounts and the aggregate credit
outstanding.

Securitization Arrangement

The corvipany has a securitization program
with an independent trust, which permits the
Company to sell, on an unlimited basis, an
undivided co-ownership interest in its right to
receive reimbursements of amounts advanced
to producers arising from the delivery of grains
that are held in accordance with an agency
contract between the company and the CWB,

Either party may cancel the securitization
agreement on 60 days notice. In the event of
cancellation, the Company would either seek
to establish a new securitization or similar
program or finance the amounts due from the
CW8 through the Company’s revolving line
of credit.
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As at Octover 31,2005, the Company had
securitized $36.2 rillion of amounts it is
entitied to recaive in respect of CWB grain
compared with $28.7 million at October 31,
2004. About $4.7 million of such receivables
remained unsecuritized at October 31,2005

compared with $4: million at October 31, 2004.

SHARE CAPITALAND RETAINED
EARNINGS

Retained earnings of $28.2 million at October
31, 2005 were $6.3 million higher than at
October 31,2004 due to net income for

the fiscal year ended October 31, 2005 of

Market Capitalization '
As at December 12, 2005

$12.5 milion, offset by dividends declared of
$6.3 million.

Share capital of $460.3 million at October 31,
2005 increased by $366,000 from October 31,
2004.The Company issued 22,694 Limited Voting
Cormmon Shares from treasury, as required
under its Directors' Share Compensation Plan,
representing a minimum of 25% of directors’
fees otherwise payable (calculated based on
the Toronto Stock Exchange closing price on
the last trading day at the quarter-end). The
Company also issued 22,793 Limited Voting
Common Shares from treasury pursuant to
its Dividend Reinvestment Plan.

Market Capitalization

The market capitafization of the Company's
45,372,620 issued and outstanding Limited Voting
Common Shares at December 12, 2005 was
$306.7 million or $6.76 per share compared
with the Company’s book valug’ of $10.55 per
share ($9.84 per share fully diluted) at October
31,2005.The issued and outstanding Limited
Voting Common Shares at December 12, 2005,
together with securities convertible into Limited
Voting Common Shares, are:summarized in the

following table.

Issued and outstanding Limited

Voting Common Shares 45,372,620
Securities convertible into Limited
Voting Common Shares:
$105,000,000 - 9% convertibte unsecured subordinated debentures, maturing November 30, 2007,
convertible at 133.3333 shares per $1,000 principal amount 14,000,000
Series A" convertible preferred shares, non-voting. $1 dividend per share, cumulative, convertible (basis), callable at $24 1,104,369
Stock options 1,057,586
61534575

FINANCIAL RATIOS

The Companyss total funded debt (excluding
the Debentures), net of cash, of $486.8 million
at October 31,2005 incieased $43.7 million
compared to the same qate last year due to
dividends, financing wexpehses, higher investment
in proper ty, plant, equipment and other assets,
and increased non-cash working caphtal, offset
by higher cash flow' provided by operations for
the twelve months ended October 31,2005 and
scheduled repayments of long-term debt as noted

Financial Ratios .
(in thousands ~ except percentages and ratios)

above. The Company’s average funded debt, net
of cash, was $442 million for the twelve months
ended October 31,2005 (2004 - $490 million).
The Company's leverage ratio (net funded
debt to capitalization) fluctuates materiaily

from month-to-month due to underlying
seasonat variations in short-term debt used to
finance working capital requirements, reflecting
increased purchases of grain beginning in the fall
and crop inputs inventory through the winter
and early spring, as well as price votatility in

As at October 31

the commodities handled, all of which cannot
be financed entirely with trade credit.The
Company's feverage ratio typically declines

to its lowest quarterly level at July 31,
representing the Company's core non-seasonal
level of working capital. Measured on an average
trailing twelve-month basis, the Company’s
leverage ratio improved to 43.1% for the year
ended October 31, 2005 from 45.3% for the
year ended October 31, 2004,

Trailing Twelve Months
Ended October 31

Better Batter
2005 2004 (Worse) 2005 2004 {Worse)
Funded debt (excluding the Debentures), net of cash ~ $ 486,838 $ 443161 $ (43677) $ 441,991 $ 489,522 $ 47531
EBITDA ; ‘ $ 128,737 $ 104141 $ 24596
Ratios ‘
Current ratio 1.26x 1.29x {0.03py)
Net funded debit to capitalization 48.1% 46.5% (1.6pt) 43.1% 45.3% 2.2pt
Earnings based Ratios
EBITDA 1o Fixed Charges 0.98x 0.90x 0.08pt
Average Nat Debt to TTM EBITDA 3.43x 4.70x 1.27pt
Bock vaiws per share is cderreed by drading the sharehoiders’ equity at the end of the period by the (otal number of Limieed! Voung Comimon Shares outstanding at the end of the penod as if the Senes "A”

convertibie preferred sharss hod been copvertag ona 17 ba

Debintures had been fully converted,

e fulty diuted book value per
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RISKS

The Cormpany manages risk and risk exposures
through a combination of insurance, derivative
financial instruments, its system of internal and
disclosure controls and sound operating practices.

The elffect of weather conditions on farm
output represents a significant operating risk
to the volume of grain handled and related
revenues earned at country elevators and
port terminals. VWeather. market prices of grain,
total volume of grain proguction and mix of
Board and non-Board grain produced in turn
affect the volumes and mix of crop production
input sales. The Company's elevators and crop
input distribution facilities are geographically
dispersed throughout the Prairie provinces,
diversifying the Company's exposure 10 some
of these risks. Agricore United also contracted
for grain volume insurance covering the crop
years ending July 31, 2004 to 2006 which
provides a substantial amount of protection
against revenue 1osses due to unusually low

grain handiing volumes.

The Company employs a number of other
insuring and retention arrangements to actively
manage its property. business interruption,
boiler, marine, liability. fidelity, environmental,
surety, employee accident and automobile risks
and balance the overall, long-term cost with
long-term economic benefit.

Exposure to inventory losses is mahaged through
a variety of quality control processes, inventory
management and shipping practices, ongoing
staff training, and facilities management

and maintenance. The Company complies

with environmental regulations and uses
special storage facilities and transpor tation
methods to manage exposures from certain

environmental hazards associated with the

storage and handling of fertilizers and crop
protection products.

To address consumer awareness and concern
over food safety and "traceability”, Agricore
United has established a number of processes
to track and identify crops at every stage of
production from seed to custoimer delivery to
meet international standards, including HACCP
- the internationally recognized system of
quality control for food safety - and ISO 8000
certification for the processing and export

of grains, oilseeds and special crops. 150
9001:2000 registration and HACCP compliance
are verified by third-party audits. As at October
31,2008, all of the Company's port terminals
are registered to 1SO 9001:2000 and HACCP
compliant The Company’s country network
inciudes 51 high through-put ("HTP")
elevators, two joint venture HTP elevators,

29 conventional etevators and three specialty
plants, which are registered 1SO 9001:2000
and HACCP compliant. Agricore United's
eight feed mills and two pre-mix facllities are
HACCP certified or compliant,

Agricore United uses derivative financial
instruments to manage market risks resuilting
from fluctuations in underlying interest rates,
foreign exchange rates and comrﬁodity prices.
Fundamentally, Agricore United attempts

o mitigate risk wherever possible. Where
available, derivative instruments are effective
in minimizing these risks by creating essentially
equal and offsetting market exposures.

The derivative financial instruments held

by Agricore United are principally hefd lor
purposes other than derivatives trading,

It Agricore United did not use financial
instruments, its exposure to market risk
would be greater,

RISK MANAGEMENT )

The Company's Corporate Risk Management
Committee {consisting of the Chief Executive
Oificer, Chief Financial Officer and a number
of senior managers of the Company) is
responsible for identifying the risks faced by
the Company, determining the materiality of
those risks and reporting to the Risk Review
Comuriittee of the Board of Directors on

the appropriate policies implemented to
reasonably contain those risks which can be
managed. The Corporate Risk Management
Committee also provides direction to
management on risk management strategies,
the use of risk management products, specific
exposure limits and approved counterparties.
In addition, it determines that responsibility
for specific risks is clearly delegated and that
there are appropriate internal controls and
monitoring systems to ensure that defined
policies and procedures are adhered to.

MARKET RISK

A significant source of the Company's revenue
is earned by Grain Handling. Earnings in this
segment of the business fluctuate in relation
to the volume of grain handled and the
margin earned on merchandising open market
{(non-CWB) grains. In the case of Board grains,
the Company earns storage and handling
tariffs from the CW8, which are established
independently of the market price for the
grain. Board grains represented 54% of total
grain handled by Agricore United in fiscal
2005 (2004 - 56%).

Since a significant portion of the Company’s
off-shore transactions are denorminated and
priced in US. dollars, the Company.is not directly
exposed to volatility in export sales as a result
of underiying changes in the relationship
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between the Canadian donar and other foreign
currencies. The Company may be indirectly
affected to the extent that farmer customers
are adversely impatted by changes in the
underlying exchange value of the Canadian
dollar that, over a sustained period, are not
compensated for by a corresponding change
in input costs (ie. changes in costs of fuel, crop
inputs, etc.).

The Company utitizes e:xchange traded futures
contracts wherever poséible to manage the
exposure associated with fluctuations in the
cash price-of non~Board grains. In so doing,
the Company assumes a basis risk to the
extent that the two do not change by directly
equivalent amounts. Where exchange traded
futures for a particllar commodity are not
available or where the liquidity of a particular
exchange traded fture is volatile, Agricore
United develops crosshedges using futures
contracts for similar or ;related products.
While the utilization of such hedges reduces
exposure to price Fisk, exposure to basis risk
increases, although not propor tionately. The
Company retains any rémaining commodity
risks. The Company also employs forward sales
contracts to hedge prices for the sale of grain,
forages and special crops, forward purchase
contracts to fix the costs of supply of livestock
feed inputs and prepaldipurchases of crop
production inputs with future delivery dates.
The costs associated with these instruments
are included in the cost:of sales for the
affected business segment.

FOREIGN EXCHANGE RISK

As a significant portion of the Company’s net
revenues are effectively-denominated in US.
dollars, the Company uses forward exchange
contracts and options to hedge this exposure.
The costs associated with these hedging
activities are included in the cost of sales of
the affected business segment.

INTEREST RATE RISK;

To mitigate interest rate risk, the floating
interest rate on the Co{"npany’s $106 mittion
term loan has been fixed through an interest
rate swap with a Ganadian chartered bank at
an average rate of 6.65% for the term of the
loan. The Company als6 manages the interest
rate risk on its short-term borrowings by using
a combination of cash instruments, futures,
options and forward rate agreements. The
cost of the interest rate swap as well as the
other instruments is included in interest and
securitization expenses. »

CREDIT RISK

[ts counterparties expose Agricore United

to credit risk in the event ot nonperformance.
However, in the case of over-the-counter
derivative contracts, the Company only
contracts with pre-authorized counterparties
where agreements are in place. Agricore
United monitors the credit ratings of its
counterparties on an ongoing basis. No
provision has been made in respect of

credit losses on derivative contracts, as
Agricore United does not anticipate any
non-performance. The Company also
requires additional collateral in the form of
letters of credit or cash deposits where large
grain sale contracts with a particular customer
potentialty involve concentration of risk.

Exchange traded futures contracts used to
hedge future revenues in the Company’s

grain business are not subject to any significant
credit risk as the changes in contract positions
are settled daily.

Agricore United manages its exposure

to potential credit risk in respect of trade
receivable contracts through a rigorous
analysis of outstanding positions, payment and
loss history and ongoing credit. reviews of all
significant contracts. The absence of signiﬂcant‘
financial concentration of such receivables
limits its expasure to credit risk. Under AU
Financial and Unifeed Financial, the Company
has fimited its exposure to credit risk by
limiting the financial institution’s recourse
against the Company for indemnification of
losses incurred on certain accounts receivable,

OUTLOOK

On December 7, 2005, Statistics Canada
estimated western Canadian production of
the major grains for the 2005 Crop Year to be
about 53.5 million tonnes. This production level
is five percent higher than the 2004 crop and
represents a 10% increase over the 10-year
average of 48.5 million tonnes (exctuding the
unprecedented 2002 drought). While the
quality of the cereal crop is estimated to be
below average due to the prolanged and
damp harvest. the percentage of each crop
falling into the top grades improved over 2004.
The quality of the oilseed crop is comparable
to historical averages and 30% larger than the
2004 crop, predominantly due to a record

size canola crop. The Company is the largest
oilseed merchandiser in western Canada.

The grain industry typically ships about 65%

of the grain produced during the most recent
Crop Year over the course ot the subsequent 12
months. Based on these averages, the primary
grain elevator network would have expected
to take delivery of about 33 million tonnes of
the 2004 crop during 2005, compared with
the 28.8 million tonnes actually shipped. This
shortfall in deliveries into the primary elevator
system has contributed to Agriculture and
Agri-fFood Canada’s ("AAFC") estimated 4.8
million tonne increase in inventory carry-out
at July 31, 2005 compared to the same time in
2004. Accardingly, receipts and grain shipments
for the industry and the Company in 2006 can
reasonably be expected to increase. (AAFC
forecasts exports of grains and oilseeds to
increase 16% to 27.6 million tonnes in Crop
Year 2006.) However, future grain shipments
remain dependent on several factors, including:
producer decisions to deliver their 2004 and
2005 crops and the timing of those decisions;
timely and effective execution by the railways
of grain movement to port terminals and
other North American destinations; and the
execution of the CWB marketing program in
2006 which is also tied to producer decisions
on grain delivery These factors are influenced
by current and future commaodity prices and
may be further complicated if producers elect
to deliver their commodities in a concentrated
time frame—decisions which could strain

the railway's capacity (o execute shipment.

In that regard, CP Rail has made a significant
investment in rail capacity expansion in
western Canada during the past year,

On December 13,2005, a panel of the North
American Free Trade Agreement affirmed a
previous determination that imports of hard
red spring wheat from Canada do not cause
material injury to U.S. growers.

Precipitation levels were above average and
well distributed in 2005 with on-farm surface
water supplies at November 1. 2005 indicating
no water shortages anticipated across western
Canada, apart from the southernmost area of
Saskatchewan along the U.S. border. Coupled
with the high production levels in 2005,
demand for fertilizer and other crop inputs
are expected to be maintained in the spring
of 2006. The improved fall fertilizer application
season in late October 2005 continued

into November due to the late harvest and
unfavourable weather conditions. Natural gas



prices {the predominant component in the
manufaciure of fertilizer) have stabilized at
lower levels than earlier in the fall and, since
much of the cost of fertilizer production is a
flow-through cost to customers, is expected
to mitigate the magnitude of potential price
increases on fertilizer in the spring. AAFC
has estimated increased acres will be planted
to oilseeds {particularly canola) in the 2006
Crop Year. A significant part of the Company's
earnings comes from the sale of canola seed
and the purchase and shipment of the
resulting production.

On December 12, 2005, following a similar
decision by the US. on July 15,2005, Japan
announced the easing of bans on imports of
Canadian beef under 21 months of age. The
Canadain Food Inspection Agency announced
an December 10, 2005 that 21 days of testing
had not turned up any sign of avian flu on

the BO chicken and duck farms that had been
quarantined following the discovery of a

strain of avian flu on a poultry farm in British
Columbia in November 2005 (that led tc a
temporary ban by the US. Japan Taiwan and
Hong Kong on B.C. poultry from the effected
farm and surrounding area). Canadian livestock
and poultry producers continue to benefit
from abundant feed ingredients, iower feed

prices and improved access to U.S. and other
markets. Coupled with stable or rising hog and
cattle futures, the livestock industry’s outlook
for 2006 is not expected to deteriorate.

AU Financial collected 91% of the accounts
due on October 31, 2005 under its fall
program compared 10 93% of last years
program, which was smaller. As at December 5,
2005 the Company had already pre-approved
19,300 customers for $625 million in credit
for the 2006 growing seasan compared to
19,500 customers for $615 million in credit
at the same time last year. The distribution of
customer credit ratings remains consistent
with the prior year,

On an ongoing basis, the Company reviews
the efficiency of its operation, seeking
opportunities to control or reduce operating
expenses throughout the Company. in 2005,
ithe Company’s OG&A expenses increased
by 2.3%. Accordingly. the Company believes
that it will be able to limit the growth in
OG&A expenses in 2006 ta less than the
rate of inflation.

The Company entered into an agreement
with a third party on May 6, 2005 for the
sale of its AUV Terminal pursuant to a
consent agreement with the Commissioner

Agricore United t xpenence: Globial Grovth

of Competition (the "Commissioner”). The
Company subsequently announced on July

29, 2005 that the sale was not expected to

be completed on the original closing date

of August 1, 2005 but that both parties

were continuing to work diligently towards
concluding a transaction as soon as practicable.
On August 12,2005, the Company announced
that subsequent requests by both the
Company and the purchaser to extend the
time frame to conclude a transaction had been
denied by the Commissioner. The Company
then filed an application with the Competition
Tribunat (the " Tribunal") seeking, among other
things, an order pursuant to section 106 of
the Competition Act rescinding the consent
agreement between the Commissioner and
the Company The application is expected to
be heard by the Tribunal in March 2006. In the
meantime, the Company continues to operate
the AUV Terminal.
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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING

The management of United Grain Growers Limited, carrying
Or:1 business as Agricore United, is responsible for the
preparation and presentation of the accompanying financial
statements and all of the information contained in this annual
report. The financial statements have been prepared by
ménagement in accordance with Canadian generally accepted
ac:countmg principles which recognize the necessity of relying
on management’s judgment and best estimates. Financial
information contained throughout this annual report is
consistent with these financial statements.

To fulfifl its responsibility and ensure integrity of financial
rgporting, management maintains a system of internal
accounting controls and an internal audit department to
review systems and controls on a regular basis. These controls,
which include a comprehensive planning system and timely

Bl

Brian Hayward
Chief Executive Officer

reporting of periodic financial information, are designed
to provide reasonable assurarice that the financial records
are reliable and form a proper basis for the accurate
preparation of financial statements.

Final responsibility for the financial statements and their
presentation to shareholders rests with the Board of
Directors The Audit Committee of the Board of Directars,

"consisting of non-management directors, oversees

management’s preparation of financial statements and
financial control of operations. The Audit Committee
meets separately with management, the Company's
internat auditors and the Company's independent auditors,
PricewaterhouseCoopers LLP 1o review the financial
statements and recommend approval by the Board of

‘Directors.

v

Pater GM. Cox
Chief Financial Officer

AUDITORS' REPORT

TO THE SHAREHOLDERS OF UNITED GRAIN GROWERS
LIMITED, CARRYING ON BUSINESS AS AGRICORE UNITED:

We have audited the consolidated balance sheets of United
Grain Growers Limited as at October 37, 2005 and 2004 and
the consolidated statements of earnings and retained earnings
and consolidated statements of cash flows for the years then
ehded.These financial statements are the responsibility of the
Company's management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian
generally accebted auditing standards. Those standards
réquire that we plan and perform an audit to obtain
réasonable assurance whether the financial statements are

tree of material misstatement. An audit includes examining,

WW

PricewaterhouseCoopers iLp
Chartered Accountants
Winnipeg, Canada
December 14, 2005

on & test basls, evidence supporting the amounts and
disclosures in the financial statemeants. An audit also includes
assessing the accounting principles and significant estimates
made by management, as well as evaluating the overall
financial statement presentation.

In our apinion, these consolidated financial statements
present fairly, in all material respects, the financial position
of the Company as at Octaber 31, 2005 and 2004 and the
results of its operations and its cash flows for the years then
ended in accordance with Canadian generally accepted
accournting principles‘
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CONSOLIDATED
BALANCE SHEETS

(o2
(Restated ~
As at October 31 . Note 24}
(in thousands) 2005 2004
ASSETS
Current Assets
Cash and cash equivalents ) $ 36,590 $ 50,214
Accounts receivable (Note 4) 242,941 185232
Inventories {Note 5) 382,009 383914
Prepaid expenses 17,106 18,777
Future income taxes (Note 17) 19,417 6801
698,063 644,938
Property, Plant and Equipment (Note 6) 657,074 664,396
Other Assets (Note 7) 65,976 60,123
Goodwill {Note 22) 21,189 28903
Intangible Assets (Note 22) 16,590 16,502
Future Income Taxes (Note 17) 18,307 38,506
$ 1,477,199 $ 1453368
LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities
Bank and other loans (Note 8) : : $ 200,815 s 132,121
Accounts payable and accrued expenses 313,233 326,901
Dividends payable 2,464 2464
Current portion of long-term debt {Note 9) 39,303 39,189
Future income taxes (Note 17) 212 345
556,087 501,020
Long-term Debt (Note 9) 283,310 322,065
Convertible Debentures (Note 10) 105,000 105,000
Other Long-term Liabilities (Note 11) 35,434 35814
Future Income Taxes (Note 17) 7,285 6.527
Shareholders’ Equity
Share capital (Note 12) 460,323 459,957
Contributed surplus (Note 13) 1,593 - 1,044
Retained earnings 28,167 21,941
490,083 482942
$ 1,477,199 3 1453368

Approved by the Board

(.o R ==

Wayne W. Drui, Terry Youzwa,
Director Director




Agricore United 2005 Annual Report

CONSOLIDATED

STATEMENTS of EARNINGS aAnD RETAINED EARNINGS «——
(Restated -
For the years ended October ) Note 24)
(in thousands, except per share amounts) 2005 : 2004
Sales and revenue fromjservices (Note 22) $ 2,775,279 3 3048135
Gross profit and net reQ/enue from services (Note 22) 460,581 428,497
Operating, general and administrative expenses (Note 22) . (331,844) (324,356)
Earnings before the undernoted (Note 22) 128,737 104,141
Depreciation and amortization {(Note 22) (60,717) (65.211)
: ) 68,020 38,3930
Gain (loss) on disposal of assets 1,653 (289)
Interest and securitization expenses (Note 16) (49,877) (52,144)
19,796 (13,503)
Recovery of (provision for} income taxes (Note 17)
Current portion (4,703) (2,688)
Future portion ‘ (2,579) 6,025
Net earnings (loss) for the year 12,514 (10,166)
Retained earnings, beginning of year 21,941 38648
Dividends (6,288) (6,541)
Net earnings (loss) for the year 12,514 {10,166)
Retained earnings, end of year $ 28,167 $ 21,941
Basic and diluted earnings (loss) per share (Note 2) $ 0.25 $ (0.25)
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CONSOLIDATED
STATEMENTS ofr CASH FLOWS -
(Restated -
For the years ended October 31 Note 24)
{in thousands) 2005 ©2004
CASH FLOWS FROM OPERATING ACTIVITIES:
Net earnings {loss) for the year $ 12,514 $ (10,166)
Adjustments for:
Depreciation and amortization 60,717 65211
Employee future benefits 1,845 2572 .
Investment tax credits — 89
Future income taxes {recovery) 2,579 (6,025 )
Equity earnings from investments,
net of distributions : (2,166) (833)
Stock-based compensation (Note 13) ) 549 402
Loss (gain) on disposal of assets (1,653) 289
Other long-term liabilities 917 294
Cash flow provided by operations ‘ 75,302 51,833
Changes in non-cash working capital ) ' (67,543) 68,791
7,759 120,624
CASH FLOWS FROM INVESTING ACTIVITIES:
Business acquisitions, net of cash acquired (Note 3) — (8.325)
Property, plant and equipment expenditures : (36,428) (32.473)
Proceeds from disposal of property, plant and equipment 5,507 4,609
Increase in other assets . ©(10,264) (5347)
(41,185) (41,530)
CASH FLOWS FROM FINANCING ACTIVITIES:
Increase (decrease) in bank and other loans 68,694 (44,306)
Proceeds from long-term debt 708 53
Long-term debt repayments (39,349) (26,798)
Deferred financing expenditures (2,042) (3.229)
Decrease in other long-term Yabifities {(2,029) {1156)
Share capital issued (redeemed) 366 27)
Share issue costs — {795)
Dividends (6,546) (6.541)
19,802 (82.799)
Net decrease in cash a‘nd cash equivalents (13,624) (3.705)
Cash and cash equivalents, beginning of year ‘ 50,214 53919
Cash and cash equivalents, end of year $ 36,580 $ 50,214
SUPPLEMENTARY DISCLOSURE OF CASH FLOW INFORMATION
Cash payment of interest $ (50,172) $ (52123)
Cash payment of taxes $ (3,730) $ (8,160)




Agricore United #1105 A=ris, Fopa s

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

1. SIGNIFICANTACCOUNTING POLICIES

The consolidated fimancial statements of Agricore United ("the
Company”) are prepared in accordarice with Canadian generally
accepted accounting principles ("GAAP"),

USE OF ESTIMATES

The timely preparation of financial statements in accordance with GAAP
necessitates the use of management estimates, assumptions and judgment
that affect reported amounts of assets, liabilities, revenues and expenses
and disclosure of contingencies Actual results may differ as confirming

events Occur. !
PRINCIPLES OF CONiOLIDATION

The consolidated financial statements include the accounts of the
Company, its subsidiaries and its propor ticnate éhare of the accounts of
significant joint vermures.“The Company's interest in its joint ventures is
recognized using the prcjportionate consolidation method at rates that
approximate either the Company's ownership interest in, or the volume

of business with, the respéctive Jjoint venture.,

Subsidiaries Ownership_ Interest
Demeter (1993) Ine. | 100%
Pacific Elevators Lirhited 100%
Western Pool Terminals ;Ltd. 100%
Unifeed Limited and its wholly-owned subsidiary” 100%
XCAN Far East Ltd. 100%
XCAN Asia Ltd.” 100%

100%

ACCOUNTS RECEIVABLE

Accounts receivable inciudes advances to producers arising from the
purchase of grain for the account of the CW8, in accordance with the
terms of a handling agreement between the parties, which are valued on
the basis of CWB initial prices less handling costs.

INVENTORIES

Grain inventories include both hedged and non-hedged commodities.
Hedgeable grain inventories are valued based on the closing market
quotations less execution costs. Non-hedgeable grains are valued at the
lower of cost or market. Farm supply, seed, feed and livestock inventories

are valued at the lower of cost or net realizable value,

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are recorded at cost, which includes
interest incurred on major construction projects, reduced by investment
tax credits claimed. The Company uses a combination of straight-line
and diminishing balance methods of providing depreciation over the
estimated useful lives of the assets.

4% 1o 6% diminishing balance;
10 to 50 years straight-line

Building

6% to 30% diminishing balance;
5 to 25 years straight-fine

Machinery & equipment

6% ta 10% diminishing balance;
5 to 50 years straight-line

Site and leasehold

improvernents

Computer hardware & software 3 1o 5 years straight-line

XCAN Grain (Europe) Ltd,"

Joint Ventures Ownership Interest

Alberta Industrial Mustard Company Limited 50%
Cascadia Terminal : 50%
CMI Terminal Joint Venture 50% |
Gardiner Dam Terrinal ﬁoin[Venture 50%
Lioydminster Joint Venture 50%
Western Co-operative Fertilizers Limited ("Westco”) 57%

Effective November 1. 2005, Unifeed Limited and its wholly-owned subsidiary, Hart Feads Limited,
were amalgamated arii the continuing corporation dissolved and wound up into the operations of
the Company. ;

These subsidiaries are jn the pracess of being fiquidated and are expected to be wound up
during 2006.
REVENUE RECOGNITION
Revenue from the sale of commadities is recognized upon shipment to
the customer from courﬁtry elevator or port terminal. Revenue from
the sale of crop input pfoducts and fivestock feed is recognized upon
shipment to the custormer. Service-related revenue, which includes tariff-
based revenue for handling Canadian Wheat Board ("CWB") grain, is
recognized upon performance of the service.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include cash and short-term investments with
less than three moriths to maturity as well as funds on deposit within jointly
held enterprises which may not be immediately available to the Cormpany.

20% diminishing balance;
2 to 5 years straight-line

Furniture & fixtures and other

OTHER ASSETS

Deferred charges — System development costs related to developing

or upgrading identifiable software products are deferred and amortized

on a straight-line basis over a three-year period. Varietal development
costs incurred under agreements for the development of proprietary
seed varieties are deferred and amortized on a straight-line basis over

a four-year period. Pension costs, representing the agaregate surplus of
the Company's pension plans plus unamortized transitional amounts
and actuarial net losses, are accounted for as described under Employee
Future Benefits. Financing costs related 1o securing and maintaining

credit facilities are deferred and amortized over the terim of the facility.
Risk and insurance costs related to establishing the Company's insurance
program are deferred and amortized aver the life of the contract.

Trade investments - Trade investments primarity include the Company’s
non-controlling interests in The Puratone Corporation, Canadian Pool
Agencies Limited, and Pool Insurance Company, which are accounted
for using the equity method. All other trade investments are recorded
at cost.



Prince Rupert Grain Terminal ("PRG") ~Through a consortium,

the Company has a joint and several interest in PRG. PRG has

$309 million in loans, due to a third party and maturing between
2015 and 2035, that are secured by the terminal without recourse
to the consortium members, Since the value of the debt exceeds
the depreciated value of the terminal, the Company's non-caontrolling
interest in PRG is recorded at nominal value.

Finite Insurance Layer — Funding of the $20 million Finite Insurance
Layer of the Company's integrated insurance program, over a three year
period commencing January 1, 2004, is accounted for as a deposit with
the insurer (Note 24).

GOODWILL

Goodwill represents the excass of the purchase price over the fair
values assigned to identifiable net assets acquired. The Company
assesses annually whether there has been a permanent impairment in
the carrying value of goodwill based on the fair value of the related
busiriess operations. Should the carrying amount of the goodwill exceed
its fair value, an impairment loss would be recognized at that time.

INTANGIBLE ASSETS ,
intangible assets consist primarily of supply contracts with indefinite
useful tives. Indefinite life intangibles are not amortized but are tested
for impairment at least annuélly, Should the carrying amount of the
intangible asset exceed its fair value, an impairment loss would be
recognized at that time.

INCOME TAXES

Income taxes are provided for using the asset and liability method of
accounting. Under this method, future income taxes are recognized for
temporary differences between the accounting and tax bases of the
Company's assets and liabilities. and are measured using the substaritively
enacted tax rates and laws that will be in effect when the differences
are expected to reverse. T he effect of a change in income tax rates on
future income tax liabilities and assets is recognized in income in the
year the change occurs. A valuation aflowance would be provided to the
extent that it is more (ikely than not that future income tax assets will
naot be realized.

STOCK-BASED COMPENSATION

Executive Stock Option Plan ~ The fair value of the award at

the time of granting is recognized as compensation expense over the -
vesting period with an offsetting amount recorded to contributed surplus.

DERIVATIVE FINANCIAL INSTRUMENTS

Derivative financial instruments are used by the Company (o reduce
its exposure to fluctuations in interest rates, foreign currency exchange
rates and commodity prices. In the normal course, the Company does
not hold or issue derivative financial instruments for derivative trading
purposes. Any derivative thal does not qualify for hedge accounting is
reported in earnings on a mark-to-market basis.

Agricore United - . -1« Global Growth

Interest rate swap contracts — [ he Company has an interest rate swap
that is accounted for in accordance with hedge accounting and as such,
the swap is documented and subjected to an effectiveness test on a
quarterly basis for reasonable assurance that it is and will continue to

be effective. Differentials to be received or paid under thése contracts
are recognized in income over the life of the contracts as adjustments to
interest expense. Gains and losses on contract termination are deferred
anc amortized to income over Lhe life of the original contract or the
related debt, whichever is eartier.

FOREIGN CURRENCY TRANSLATION

Monetary assets and liabilities denominated in foreign currencies are
translated at the year-end exchange rate while non-monetary assets,
liabilities, revenues and expenses are translated at the rate of exchange
prevailing at the transaction date. All exchange gains and losses are
reflected in earnings during the year in which they occurred.

EMPLOYEE FUTURE BENEFITS

The Company maintains both defined benefit and defined contribution
pension plans for employees and is also a member of a multi-employer
defined benefit pension plan. Additionally, the Company provides other
post-employment benefits, largely in respect of extended health and
dental plans and life insurance, to eligible employees upon retirement.
The cost of all future benefits is accrued in the year in which the
employee services are rendered, based on actuarial valuations, with

the exception of a foreign V\-/holly-owned subsidiary which determines
its abligation based on the amount that would be required to be

paid under the plan if all eligible employees and directors voluntarily
terminated their employment as of the balance sheet date.

The actuarial determination of the accrued benefit obligations for
pensions and other retirement benefits, uses the projected benefit
method prorated on service, which incorporates management’s best
estimate of future salary levels, other cost escalation, retirement ages of
employees and other actuarial factors. For the purpose of calculating the
expected return on plan assets, those assets are reflected at fair value.

Any excess net actuarial gains or losses over 10% of the greater of the
accrued benefit obligation and the fair value of plan assets are being
amortized over the average remaining service period ("ARSP") of active
employees expecied 1o receive benefits under the benefit plan.

The multi-employer defined benefit pension plan is accounted for as a
defined contribution plan.
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2. EARNINGS PER SHARE

i
For the years ended October 31

{Restated - Note 24)

(in thousands, except per share afnounts) 2005 2004
‘ Amount Shares Per share Amount Shares Per share

Net earnings (loss) ‘ $ 12,514 $ (10,166)

Less: Preferred share dividend ' (1,104) (1,105)

Basic & diluted earnings}(loss) per share $ 11,410 45,343 $ 025 $  (11.271) 45278 $ (0.25)

Basic earnings {loss) per share fs derived by deducting annual dividends on preferred shares from the net earnings (loss) for the year and clividing this total by the weighted average number of Limited Yoting
Common Shares outstanding for the year. The effect of potentially dilutive securities {convertible unsecured subordinated debentures and preferred shares) was not included in the caleulation of diluted earnings
{loss} per share for the yedrs.endad October 31, 2005 and 2004, as the resulls would be anti-dilutive. In addition, executive stock options have been excluded from the calculation of dituted earnings {loss} per

share as the exercise price exceeds the average trading value of the shares in the respective years.

3. BUSINESS ACOUl;SmONS

Effective February 1, 2004, the Company purchased, through its
wholly-owned subsidiary Unifeed Limited, 100% of the issued
and outstanding shares of Vertech Feeds Lid., a livestock feed
manufacturer in Red Deer, Alberta Vertech Feeds Ltd. was
dissolved effective November 1, 2004 and its operations were

wound up info Unifeed Limited.

The Company purchased the remaining 50% of issued and
outstanding shares of Prairie Mountain Agri Limited, a high
throughout grain terminal and crop production centre located

in Roblin, Manitoba. The. transaction closed on May 31, 2004.
Prairie Mountain Agri Limited was dissotved effective lune 1, 2004
and its operations wound up into the Company,

These acquisitions were accounted for using the purchase
method and the results of operations of these businesses are
included in the consolida’ted financial statements from the
respective dates of acquisition.

For the year ended October 31, 2004

(in thousands)

Net assets acquired:

Current assets $ 3,881
Property, plant & equipment 3.382
Goodwill’ 4801
Current fiabilities (1,408)
Long-term liabilities (782)
9.874
Less: cash acquired (1.549)
Net cash consideration $ 8,325

"Virtually none of the goodwill is considered deductible for income tax purposes,

4, ACCOUNTS RECEIVABLE
The following table preQents the percentage of total customer balances
receivable by business segment.

As at October 31 : 2005 2004
Grain Handling ‘ 50% 43%
Crop Production Services 25% 17%
Livestock Services 16% 28%
Other ‘ 9% 12%

1}
SECURITIZATION AGREEMENT

Under a securitization agreement with an independent trust, the
Company can sell on an unlimited basis an undivided co-ownership
interest in its right to receive reimbursements of arnounts advanced
10 producers arising lrdm the delivery of grains that are held in
accordance with the grain handling contract between the Company
and the CWB.The Company receives proceeds equal to the fair value
of the assets sold and retains rights to future cash flows arising from
future performance of Qrain handling on behalf of the CW8 after

the investors in the trust have received the return for which they

contracted. The trust has limited recourse to the Company's future

grain handling receipts and no recourse to the Company's other assats.

Either party may cancel the securitization agreement on §0-days
notice. The Company is responsible for fulfilling its obligations under
the grain handling agreement entered into with the CWB and retains
servicing responsibilities in respect of CWB grain.

Under the terms of the grain handling contract, the Company is
guaranteed a reimbursement of amounts advanced to the producers
on behalf of the CWB upon deliveries of CWB grain. The Government
of Canada secures this guarantee and therefore no credit losses are
expected with respect to these assets. In addition, sirce the weighted-
average life of the receivable is only a matter of days, the discount
factor is not expected to be a significant element in the computation
of fair vatue. Consequently, the Company has determined the fair vaiue
measurement of this asset 1o be the same as its carrying value and has
concluded that any sensitivity analysis regarding key assumptions used in
such valuation would not result in any significant change in valuation.



At October 31, 2005, amounts advanced to producers on behalf of the
CWA are reported net of securitized amounts of $36.2 milion {2004
— $28.7 million). The following table summarizes certain cash flows

" related to the transfer of receivables during the year:

As at October 31

{in thousands) 2005 2004
Proceeds from new securitizations $ 30,000 $ 22400
Proceeds from collections reinvested 6,161 6338
Securitized amount $ 36,161 $ 28738

The net cost of these transactions is included in interest and
securitization expenses in the Consolidated Statements of Earnings
and Retained Earnings.
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AGRICORE UNITED FINANCIAL

The Company has a rolling five-year agreement with a Canadian
Schedule | chartered bank to provide credit for qualitying agricultural
producers to purchase crop inputs. The agreement may be terminated
at an earlier date by mutual consent or by either party upon one year's
written notice. The Company indemnifies the bank for a portion of
future losses (Note 18).

UNIFEED FINANCIAL

The Company has a rolling five-year agreement with a Canadian
Schedule | chartered bank to provide loans to customers to purchase
feeder cattle and feeder hogs, as well as related {eed inputs, with terms
that do not require payment unil the livestock is sold. The agreement
may be terminated al an earlier date by mutual consent or by either
party upon one year's written notice. The Company indemnifies the
bank for a portion of future losses (Note 18).

5. INVENTORIES

As at October 31

{in thousands) 2005 2004
Grain $ 133,133 $ 137285
Crop inputs 234,123 230,901
Feed and livestock 11,718 12,148
Other merchandise 3,035 3580
$ 382,009 $ 383914
6. PROPERTY, PLANT AND EQUIPMENT
As at October 31
(in thousands) 2005 2004
Cost Accumulated Depreciation Cost Accumulated Depreciation
Building . $ 595937 243,038 $ 611684 $ 258400
Machinery & equipment 643,352 420,202 653,669 419,754
Site and leasehold improvements 63,990 24,776 64,162 23533
Computer hardware & software 56,837 53,498 56,944 52415
Furniture & fixtures and other 15,612 14,081 15,795 . 14,142
Land 22,950 — 23344 —
Construction in progress 13,992 — 8,042 —
$ 1,412,670 755,596 $ 1,433,640 $ 769244
Net book value $ 657,074 $ 664396

The Company capitatized $497,000 (2004 - $912,000) in interest refated to major capital expenditures,
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7.OTHERASSETS |

As at October 31 {Restated
(in thousands) Note 24)
2005 2004

Deferred charges:
System developmen:t costs $ 3,640 $ 3683
Varietal developmeﬁt costs 2,800 3390
Pension costs (Note 14) 13,135 14,247
Financing costs 6,646 8575
Risk and insuramce costs 1,029 1,535
Trade investments 22,162 22026
Finite Insurance Layer deposit 13,333 6,667
Other long term assets held by subsidiary 323 ) ' —
$ 65,976 $ 60123

8. BANK AND OTHER LOANS

As at October 31

(in thousands) : 2005 2004
Bank loans $ 178185 $ 109,000
Member and employee icans 22,630 23121

$ 200815 $ 132121

The Company's revolviﬁg tacility with a syndicate of banks, expiring
February 27, 2006, has seasonal limits of $475 million between January
1 and May 37, $300 million between June 1 and August 31, and $425
million between September 1 and December 31, and may be drawn to
the lesser of the facilityilimit or a margin based on qualitying receivables
and inventories. This facility is secured by a first floating charge over
receivables and inventory and a second fixed charge over all other

assets of the Company and its material wholly-owned subsidiaries.
The Company may draw its revolving credit facility using prime
rate advances, at an interest rate of prime plus up to 2% (subject
to the Company's fixed charge ratio), or by using afternate acvance

instruments at similar rates.

A wholly-owned subsidiary has a US. $10 milion (2004 - US. $3.4 million)
revolving credit facility at 1.00% p.a. (2004 - 0.85%) over LIBOR (London
Interbank Money Market Offer Rate) that matures on February 28, 2008,
secured by a guarantee from the Company (Note 18). In addition, this
subsidiary has a Japanese Yen ("IPY") 2 billion credit facility, secured by a
guarantee from the Company (Note 18), and a IPY 100 million credit facility,
bath at local shiort-term market rates, both with no fixed expiry date,

Loans trom members and employees are unsecured, repayable on
demand and bear interest at rates varying from 3.25% t0 5.5%
(2004 - 2.5% to 5.5%).

9.LONG-TERM DEBT

As at October 31

(in thousands) . 2005 2004
Syndicated Term Loan . $ 106,000 $ 129000
Term Notes : 99,463 104913
Series A Notes 42,659 43769
Series B Notes 21,237 21,237
Cascadia Series B Note$ 45,000 47,500
Other long-term debt 8,254 83835
322,613 361.254

Less: current portion (39,303) (39,189)
$ 283310 $ 322065

The fair value of lang-term debt approximates its carrying amount. The
Syndicated Term Loan, Term Notes, Series A Notes and Series B Notes

are secured, pari passt, by specific charges over material fixed assets and

a floating charge over all other assets of the Company and its material
wholly-owned subsidiaries.

SYNDICATED TERM LOAN

‘Aterm facility with a syndicate of banks at a floating interest rate of

prime plus 0.5% to 2.5% (subject to the Company's fixed charge ratio),
and a stamping fee of 1.5% to 3.5% (subject to the Company's fixed
charge ratia), is repayable in quarterly installments of $5.75 million
between Novemnber 2005 and August 2007 with the balance due on
Novernber 30, 2007 The floating interest rate component has been
fixed through & swap arrangement.

An interest rate swap of $106 milion at 6.65% (2004 ~ $129 milion at
6.65%} with a Schedule | bank is used Lo hedge the floating interest rate
component of the Syndicated Term Loan. The fair value of the interest rate
swap obligation is $4.8 milion at October 31,2005 (2004 - $8.6 million).

TERM NOTES

A term facility with a U.S. based life insurance company at a fixed rate
of 9.67% is repayable in monthly instaliments of $454,000 to lanuary
2008 and $973,000 per month from February 2009 to maturity in
January 2016.




SERIESA AND B NOTES

Series A Notes with 2 syndicate of Canadian lile insurance companies

at a fixed rate of 10.25% (2004 — 10.25%) are repayable in equal annual
installments of $7.1 million in December to maturity in 2010.The Series
B Notes with a syndicate of Canadian life insurance companies at a fixed
rate of 10.8% (2004 - 10.8%) are repayable in equal annual

instalments of $2.1 million in December from 2011 to 2020.

Cascadia Series B Notes

The Notes with a syndicate of Canadian life insurance companies are
collateralized by a first fixed and specific morigage on the Cascadia
Terminal as welf as a pledge and charge on alf of Cascadia Terminal's
leasehold land and interests. The Notes carry a fixed rate of 6.98%
(2004 - 6.98%), repayable in equal annual installments of $2.5 million in
August to maturity in 2023.
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OTHER LONG-TERM DEBT
Other long-term debt, held by subsidiaries, is repayable within nine years.

The tollowing summarizes the aggregate amount of scheduled repayments
of long-term debt in each of the next five years:

For the years ending October 31
(in thousands)

2006 $ 39303
2007 43,089
2008 75,468
2009 2011
2010 21,529

10. CONVERTIBLE DEBENTURES

The Company issued $105 million of 8% convertible unsecured
subordinated debentures (the "Debentures”) on November 27, 2002,
maturing November 30, 2007, with interest payable semi-annually

on May 31 and November 30.The Debentures are convertible. at

the option of the holder, at any time prior to the maturity date at

a conversion price of $7.50 per share or 133.3333 Limited Voting
Common Shares per $1,000 principal amount of Debentures. The
Debentures may not be redeemed by the Company prior to December
1, 2005. On or after December 1, 2005, and prior to December 1, 2006,
the Debentures may be redeemed by the Company in whole or in part,
on not more than 60 days' and not less than 30 days’ prior notice, at a
redemption price equal to the principal amount thereof plus accrued
and unpaid interest, provided that the volume weighted average trading
price of the Limited Voting Common Shares on the Toronto Stock
Exchange ("TSX") for at least 20 trading days in any consecutive 30-day
period ending on the fith trading day prior o the date on which

notice of redemption is given exceeds 125% of the conversion price.
On or after December 1, 2006, the Debentures may be redeemed by
the Company at any time al a redempuon price equal to the principal
armourtt thereof plus accrued and unpaid interest. The Company may,

at its option and subject to regulatory approval, elect to satisfy its
obligation to repay the principal amount of the Debentures which

are to be redeemed or which have matured by issuing to the holders of
the Debentures, for each $1,000 principal amount of Debentures, that
number of freely tradable Limited Voting Common Shares obtained

by dividing such principal amount by 85% of the Current Market Price.
Current Market Price means an amount equal Lo the volume weighted
average lrading price of the Limited Voting Common Shares on the TSX
for 20 consecutive trading days ending on the fifth trading day preceding
the date of determination.

11. OTHER LONG-TERM LIABILITIES

As at October 31

{in theusands) 2005 2004

Post-employment benefits

other than pension (Note 14) $ 12528 $ 11,796

Asset retirement obligation 17,386 18.086

Gther liabilities 5520 5822
$ 35434 $ 35814

ASSET RETIREMENT OBLIGATION

Westco, a joint venture of the Company in which it holds a 57% interest,
discontinued manufacturing fertilizer at its two processing plants in 1387.
Subsequent 1o the closures, Weslco retained an independent consultant
who estimated the site reclamation and decommissioning costs to be
between $44 milion and $61.5 million. In 2000, Westca developed
conceptual reclamation plans, designed to meet current regulatory
requirements, tased on site assessments, environmental risk data and
current available technology and updated its cost estimate to

$51 million. The Company provides no guarantee for the obligations of
Westco. As at October 31, 2005, Westco has expended $22 million
(2004 ~ $19 million) in reclamation costs.

Westco is accounting for the obligation as an asset retirement
obligation ("ARO") and as such, the reclamation provision represents
the Company's pro rata share of Westco's ARO as at October 31,2005
(Note 24). As at November 1, 2004, the Company's proporticnate
share of Westco's ARO balance, which represents the discounted
future value of the estimated cash flows required to settle the
obligation. was $18.3 million (previous reclamation provision recognized
by the Company as of the same date was $18.1 million). As of
October 37, 2005, the Company's proportionate share of the
estimated undiscounted cash flows required to settle the obligation is
$18.9 million, which is expected to be setiled between 2005 and 2014.
The credit-adjusted risk-free rates at which the estimated cash flows
have been discounted range from 4% to 5.15%.
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A reconciliation of the opening and closing carrying amount of the ARO is as follows:

For the year ended Octiober 31

(in thousands) i 2005
Opening balance $ 18,096
Less: Liabilities settled during period (1,627)
Add: Accretion expense, included in

operating, general arid administrative expenses 97
Closing balance ‘ $ 17,386
OTHER LIABILITIES

Other liabilities include:a provision of $5 million (2004 - $5 million) accrued by the Company as part of its revaiuation of the liabilities
of Agricore Ltd. on acquisition.

12.SHARE CAPITAL

The Company is goverhed by the United Grain Growers Act, a special act of the Parliament of Canada, under which it has both members
and shareholders. Mempers are customers of the Company and are entitied to elect 12 directors, who must be members of the-Company.
The Company's Limited Voting Common Sharenolders are entitled to elect three directors, who cannot be members. Members who are not
shareholders are not eljntitled 1o participate in any profit or distribution of the Company.

The authorized, issued and outstanding shares of the Company are:

As at October 31 ‘

(in thausands, except shares) | i 2005 2004
Shares Value Shares Value
Authorized
Preferred shares, issuable in series unlimited unlimited
Limited Yoting Common Shares unlimited unlimited

Issued and outstanding
Series "A" convertible preferred shares, non-voting, $1 dividend
per share, cumulative, convertible (1:1 basis), callable at $24

Opening batance 1,104,552 $ 2200 1,105,151 $ 22103
Converted to Limited Voting Common Shares (183) (3) (599) (12)
Closing balance ‘ 1,104,369 $ 22088 1,104,552 $ 22091

Limited Voting Common Shares

Opening balance 45,315,467 $ 437,866 45,309,932 $ 438406
lssued (redeemed) -
Upon conversion of preferred shares 183 3 599 12
Directors’ share compensation plan 22,694 188 18,047 155
Dividend Reinvestment Plan 22,793 178 8,049 65
Assisted Sales Prdgram — —_ (13,4686) (172)
Share consolidation program, including redemption costs (net of tax) — — (1,527.694) (15,238)
Private placermnent — — 1,620,000 14,638
Closing balance ‘ 45,361,137 $ 438235 45,315467 $ 437866

$ 460323 $ 459,957




Share Consolidation Program — Effective February 22, 2004, through
a one-day share consolidation program, the Company acquired for
cancellation 1,527,684 Limited Voting Common Shares from registered
shareholders holding less than 100 Limited Voting Common Shares at
a price of $9.63 per share for a total cost of $15.2 million, including
redemption costs (net of tax). The one-day program provided for the
consofidation of the Limited Voting Common Shares on a 1 for 100
basis on February 22, 2004. Following the consolidation, alf registered
shareholders who held less than one Limited Voting Comimon Share
became entitled to receive a cash payment of $8.63 for each pre-
consolidation share instead of a fractional share in the Company. On
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February 23, 2004, the remaining Limited Voting Comman Shares were
split on a 100 tor 1 basis returning all remaining shareholders to their
previous shareholdings.

Private Placement of Limited Voting Common Shares ~ On March 1,
2004, the Compény completed a private placement of 1,520,000 Limited
Voting Common Shares at a price of $8.63 per share for total proceeds
of $14.6 million. Pursuant to a pre-emptive rights agreement, ADM
Agri-Industries Company, a wholly-owned subsidiary of Archer Daniels
Midtand Company, exercised its right to purchase all of the Limited Voting
Common Shares oftered by the Company under the private piacement

The iollowing table summarizes the issued and outstanding Limited Voting Common Shares, along with securities convertible into Limited Voting

Common Shares:.”

As at October 31 2005 2004
Issued and outstanding Limited Voting Common Shares 45,361,137 45.315,467
Securities convertible into common shares:

9% convertible unsecured subordinated debentures, maturing November 30, 2007,

convertible at 133.3333 shares per $1,000 principal amount ) 14,000,000 14,000,000

Series "A" convertible preferred shares, non-voting, $1 dividend per share, cumulative,

convertible (1:1 basis), callable at $24 1,104,369 1,104,552
Stock options 892,586 732,045

61,358,092 61,152,064

The Company has the following share-related plans:

EMPLOYEE SHARE PURCHASE PLAN

Under the Company's Employee Share Purchase Plan ("ESPP"), qualifying
employees may contribute from 1% to 7% of their basic earnings Lo the
ESPP with the Company contributing an amount equal to 50% of all
employee coniributions. Contributions are used to acquire shares, either
from the open market or from the Company, based on share trading
prices on the TSX,

MEMBER SHARE PURCHASE PLAN

Under the Company’s Member Share Purchase Plan ("MSPP"), eligible
members may contribute to the MSPP by way of a cash payment

or cash ticket deduction payment. Contributions and dividends paid
are used to acquire shares, either from the open market or from the
Company, based on share trading prices on the TSX.

DIRECTORS' SHARE COMPENSATION PLAN

Under the Directors’ Share Compensation Plan (*DSCP"). the Company
pays its directors a minimum of 25% and a maximum of 50% of their
annual compensation through the issuance from treasury of Limited
Voting Commoan Shares, based on share trading prices on the TSX.

DIVIDEND REINVESTMENT PLAN

Under the Company’s optional Dividend Reinvestment Pian ("DRIP"),
which was imptemented March 18, 2004, par ticipating shareholders

are allowed to increase their investment in the Company by choosing
Lo automatically reinvest cash dividends received on Limited Voting
Common Shares and Series "A" Convertible Preferred Shares for
Limited Voting Common Shares issued from treasury, Under the plan,
cash dividends received on Limited Voting Common Shares will be
reinvested at 95% of the weighted average of the TSX market price

for the five trading days immediately preceding the applicable dividend
payment date. Cash dividends received on Series "A” Convertible
Preferred Shares will be reinvested at a price equivalent to the weighted
average of the TSX market price for Limited Voting Common Shares
for the five trading days immediately proceeding the applicable dividend
payment date.
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13.STOCK-BASED COMPENSATION

'EXECUTIVE STOCK OPTION PLAN

Under the terms of theiExecutive Stock Option Plan ("ESOP”), eligible executives of the Company are entitied to receive options to acquire Limited
Voting Commaon Shares. The following details stack options that were outstanding and exercisable at October 31, 2005;

Number of Shares
Weighted average
remaining contractual

Date granted ‘ Exercise Price Expiry Date life in years Outstanding Exercisable
December 13,1996 $10.20 2006 112 82,120 82120
September 17, 1998 $11.50 2008 2.88 111,860 111,960
September 20, 2001 $10.30 2011 5.89 19,000 19,000
March 21, 2002 $ 970 2012 6.39 346,027 276,800
March 18, 2004 ‘ $ 930 2014 838 165,000 66,000
March 18, 2004 ‘ $ 970 2014 8.38 3479 1.391
November 17,2004 . $ 764 2014 8.07 165,000 33,000

8.32 892,586 590,271

At Octaber 31, 2005, in agdition to the stock options outstanding, the Company has reserved a further 343,047 Limited Voting Common Shares (2004 — 303,588) for granting under.the ESOP

The Company recorded compensation expense of $549,000 (2004 used to value options granted in the current year: dividend yield of

- $402,000) and a related increase in Contributed Surplus regarding 1.57% (2004 - 2.70%), expected volatility of 39.82% (2004 - 38%),
stock options issued under the terms of the ESOP The exercise price risk-free interest rate of 5.03% (2004 - 4.68%) and expected life of 10
of the option equals the market price of the Company’s stock on the years (2004 - 10 years). The Options vest at a rate of 20% per year
date of the grant. The fair value of each option granted since January 71, commencing on the grant date. The weighted average fair value ot
2002 is estimated based on the date of grant using the Black-Scholes options granted during the year was $3.58 (2004 - $3.82).

option pricing model. The following weighted average assumptions were

The following summarizes the status of the ESOP and changes during the year:

For the years ended Qctober 31 2005 2004
Weighted average Weighted average

Number of Shares exercise price Number of Shares exercise price

Outstanding at beginning of year 732,045 $ 996 603,041 $ 1016
Granted” ‘ 165,000 7.64 168,479 931
Forfeited (4,459) 9.70 (39.475) 10.22
Outstanding at end of year 892,586 $ 953 732,045 $ 996
Exercisable at end of year 590,271 $ 997 453242 $ 1023

‘On November 1, 2005, the Company granted a further 165,000 stock options under the ESOP with an exercise price of §7.10 vesting 20% per year commencing on the grant date and expiring
Novernber 1, 2075, '

RESTRICTED STOCK 'UNIT PLAN

In 2004, the Company approved, in principle, a plan to grant Restricted the Company from implementing the plan until November 1, 2005,
Stock Units (“RSU") to:certain emplayess, subject Lo obtaining a Accordingly, the Company cancelled all prior agreements under the
favorable income tax ruling from Canada Revenue Agency ("CRA"). The  proposed RSU pian and no amount in respect of the proposed plan has
CRA ruling was not received until late in 2005 and effectively prevented  been paid or remains accrued.




14. EMPLOYEE FUTURE BENEFITS

The Company maintains several defined benefit and defined
contribution pension plans for substantially all of its employees and is
also a sponsor of a multi-employer defined benefit plan. Its defined
benefit pension plans are based on years of service and final average
salary For one of the Company's defined benefit plans, pension benefits
may increase annually based on the performance of the fund.

The Company maintains several benefit plans for its retirees, which may
include life, extended health and dental coverage.

The Company applied to the Office of the Superintendent of Finarcial
Institutions ("OSFI") to harmonize (effective July 1, 2003) the employee
pension arrangements of certain pension plans and to merge (effective
September 1, 2003) two defined benefit plans that currently have
surpluses of $16.6 million and two defined benefit plans that currently
have deficits of $11.6 million, which would result in the Company having
two defined benefit plans, one with a surplus and one with & modest
deficit. The pension benefits accrued to the members prior to the
eifective date are lully protected, will be fully preserved and are not
affected by the harmonization. Managerment believes that there will be
no adverse impact on the financial position of the Company &s a result
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of the harmonization of the plans and merger of the funds. If OSFI
denies the application, the Company will be required to fund the plan
deficits over a period of 5 to 15 years.

Total cash payments by the Company for employeé future benefits tor
2005, consisting of cash contributed 1o its pension plans, cash payments
directly to beneficiaries for other benefits, and cash contributed to its
defined contribution plans was $4.8 miilion (2004 — $3.6 million).

The Company measures its accrued benefit obligations and the fair
value of plan assets for accounting purposes as at October 31 of each
year. The dates of the actuarial valuations of the pension plans vary by
plan with the most recent valuation compieted on December 31, 2004,
The next valuation is required by December 31, 2005.

The Company is amortizing the transitional asset that resuited from the
adoption of the new accounting standard on employee future benefits
in fiscal 2001, over 13 years which was the ARSP of employees in
2001 expected to receive benefits under the plan. The ARSP for 2005
for the various defined benefit plans ranges from 12 to 14 years
(2004 ~ 12 to 14 years).

The following summarizes the Company's net benefit plan income (expense):

For the years ended October 31

(in thousands) 2005 2004
Incurred Recognized Incurred Recognized
inyear  Adjustments’ in year in year  Adjustments’ in year
Defined Benefit Pension Plans:
Current service cost, net of employee contributions  $ (623) $ — $  (623) 3 (606) $ — $ (608B)
Interest cost (7,457) —_ (7,457) (7.098) — (7,098)
Return on plan assets 16,506 (8.098) 8,408 11.280 (3.321) 7,959
Actuariai gains (losses) (7,962) 6,987 (975) (4,193} 3448 (745)
Amortization of the transitional obligation — 822 822 — 822 822
464 (289) 175 (617) 49 332
Other Defined Future Benefit Plans
Current service cost, net of employee contributions (251) — (251) (245) — (245)
interest cost (801) — (801) (745) — (745)
Actuaria! gains (losses) - (26) (26) (298) 272 (26)
(1,052) (26) (1,078} (1.288) 272 {(1,016)
Total Defined benefit plans (588) (315) (903) (1,905) 1,221 (684) |
Defined contribution plans (5,041) —_ (5,041) (4,788) — (4,788)
Multi-employer defined benefit plan (747) — (747) (691) — (891)
Net benefit plan income (expense) $  (6,370) $ (315) $ (6,685) $ (7.384) $ 1221 $ (6,163)

“Accounting adjustments to allocate costs to different years to recognize the long-term nature of employee future benefits.
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The following sumimarizes information about the Company's defined benefit plans in aggregate:

Pension Benefits Other Future Benefits
As at October 31
{in thousands) 2005 2004 2005 2004
Plan Assets ‘
Fair value, beginning of year $ 130,957 $ 131648 $ — $ —
Actual return on plan assets ' 16,506 11,280 — —
Employer contributions 1,855 399 346 586
Employee contributions 124 127 — —
Surplus transferred jto defined contribution plan (3,143) (2.873) — —
Benefits paid (10,671) (8,624) (346) (586)
Fair value, end of year - $ 135,628 $ 130857 $ - $ —
Accrued Benefit Obligétion
Balance, beginning of year $ 127,580 $ 125180 $ 12542 $ 11,840
Current service cost 747 733 251 245
Interest cost 7,457 7,098 801 745
Benefits paid (10,671) (9.624) (346) (586)
Actuarial losses | 7,962 4193 — 298
Balance, end of year $ 133,075 $ 127580 % 13248 $ 12542
Funded Status
Plan surplus (deficit) $ 2,553 $ 3377 $  (13,248) $ (12542)
Unamortized transit;ional amount (6,424) (7.246) —_ —_
Unamortized net iosses 17,006 18,116 720 746
Deferred benefit asset (liability) $ 13135 $ 14247 $ (12,528) $ (11,796)
The percentage of plan assets by major category is:
As at October 31 2005 2004
Equities f 58% 65%
Debt securities 38% 32%
Other 4% 3%
100% 100%

The significant weighted average assumptions used in measuring the Company’s pension and other obligations are:

Pension Benefits Other Future Benefits
As at October 31
2005 2004 2005 2004
Accrued benefit obligation:
Discount rate 5.50% 6.00% 6.25% 6.25%
Rate of compensation increase 4.00% 4.00% nfa n/a
Benefit cost: :
Discount rate ‘ 6.00% 6.25% nfa n/a
Expected long-term rate of return on plan. assets 6.70% 6.70% nfa nfa
Rate of compensation increase 4.00% 4.00% nfa n/a
Initial health care cost trend rates’ nfa nfa 6.50% 7.00%

"The health care cost trend rate will deciing by 0.5% per year to an ultimate rate of 3.0%.
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A one percentage-point change in assumed health care cost trend rates would have the following effects for 2005:

s Clote Crovth,

Increase Decrease

Interest cost $ 6000 § (4000)
Accrued benefit obligation $ 313000 § (281.000)
15.RELATED PARTY TRANSACTIONS 16. INTEREST AND SECURITIZATION EXPENSES
The Company has transactions with related parties in the normal course For the years ended October 31
of business at commercial rates and terms. Related parties may include (in thousanas) 2005 2004
investees Prince Rupert Grain, The Puratone Corporation, Canadian
Paol Agencies Limited, Interprovincial Cooperative Limited, as well as the Interest on:
Company’s principal shareholder Archer Daniefs Midland Company and Convertible debentures (Note 10)  $ 9450 $ 9450
its respective subsidiaries and associated companies. Long-term debt 31,381 33793

Short-term debt 9,249 91
Total sales to related parties were $95.7 million (2004 - $120.5 million) Securitization expenses 1716 1665
and total purchases from related parties were $42.2 million (2004 ~ $51.8 CWB carrying cherge recovery (1,919) (1.875)
miflion). As at October 371, 2005, accounts receivable from and accounts
payable to related parties Lotalled $6.6 milion (2004 - $2.8 million) and $ 49877 $ 52144

$117,000 (2004 -$43,000), respectively.

17. INCOME TAXES

The Company's income tax (expense) recovery consists of:

Significant components of the Comparty's future tax assets and liabilities are:

for the years ended October 31 {Restated —
(in thousands} Note 24)
2005 2004

Current income tax expense $ (4,703) $  (2.688)
Future income tax {expense)

recovery (2,579) 6,025
Income tax (expense) recovery $ (7,282) $ 3337
The Company's effective tax rate is determined as follows:
For the years ended October 31 (Restated ~
{in thousands} Note 24)

2005 2004

Income tax (expense) recovery

at a combined statutory rate of

34.9% (2004 ~ 33%) $  (6,906) $ 4457
Large corporation capital tax (1,768) (2112)
Tax paid equity earnings 296 215
Non-taxable portion of capital gain 6583 536
Expenses not deductible for income

tax purposes (991) (1,407)
Change In estimate of tax accruals 2,307 1,678
Eftect of tax rate changes

on future income tax balances (658) 169
Miscellaneous (245) (199)
income tax {expense) recovery $ (7,282 $ 3337

As at October 31 (Restated -
(in thousands) Note 24)
2005 2004
Future tax assets:
Reserves and other liabilities $ 6393 $ 745
Other post employment benefits 4,385 4,247
Other deferred charges 3,586 8378
Capital assets 352 442
Non-capital losses carried forward 110,633 112,594
Other long-term liabilities 7,144 7408
Other temporary differences 610 577
$ 133,103 $ 139,697
Future tax liabilities:
Capital assets 24,522 21,768
Trade investments 65,382 63,710
Deferred pension costs 4,953 5462
Other deferred charges 1,581 3.037
Intangible assets 3,361 23811
Other 3137 4374
$ 102,936 $ 101,262
Net future tax asset $ 30,167 $ 38435
Comprised of:
Future tax asset ~ current $ 19417 $ 6801
Future tax liability — current (272) (345)
Future tax asset ~ non-current 18,307 38,506
Future tax liability - non-current (7.285) (6,527)
$ 30,167 $ 38435
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18. GUARANTEES AND CONTINGENCIES

LETTERS OF CREDIT'

The Company has proxﬂded banking letters of credit to third parties for
activities that are inherént in the nature of the agricutture industry. The
terms range in duration and expire at various dates from November
2005 to February 2007 The amounts vary depending on underlying
business activity or the jspeciﬂc agreements in place with the third
parties. As at October 31, 2005, the outstanding banking letters of credit
were $56.7 million (20Q4 - $99.3 million).

During 2005, and in satlstaction of its regulatory requirement, the
Company entered into @ new credit insurance program underwritten by
a major internatiomal in$urer, to replace the letters of credit previously
provided to the Canadian Grain Commission.

INDEMNIFICATION OF ACCOUNTS RECEIVABLE

Agricore United Fiinancial - Under the terms of an agreement with a
Canadian Schedule | chértered bank (Note 4), the Company indemnifles
the bank for 50% of future losses to a maximum of five percent of

the aggregate qualified portfolio balance. The Company’s aggregate
indemnity will vary at any given time with the size of the underlying
portfolio. As at October 31, 2005, the Company has provided $4.1
million (2004 — $2:8 million) for actuat and expected future losses.

Unifeed Financial — Under the terms of an agreement with a Canadian
Schedule | chartered bank (Note 4), the Company indemnifies the bank
for credit losses based on the first 20% to 33% of new credit issued”
on an individual account, dependant on the account’s underlying credit
rating, with losses in exeess of these amounts shared on an equal basis
with the bank up to 5% on the aggregate qualified portfolio balance.
The Company's aggregate indemnity will vary at any given time with
the credit rating of the underlying accounts and the aggregate credit
outstanding. As at October 37, 2005, the Company has provided
$221,000 (2004 - $99,000) for actual and expected future losses.

LOAN GUARANTEES

The Company is contingently liable under several quarantees given (o
third-party lenders who have provided long-term financing to certain
independent hog produéers.As at October 31, 2005, the current
outstanding balance of these guarantees is $3.8 million (2004 - $4.2
million). These guarantegs diminish as the underlying loans are repaid
and expire between 2006 and 2014,

The Company is contingently liable under two guarantees given 1o two
third-party lenders who have provided certain financing facitities to a
wholly-owned foreign subsidiary As at October 31, 2005, the maximum
amount of the guarantees are U.S. $25 million (2004: -~ US. $25 million)
and IPY 2 billion (2004 - IPY 2.65 billion) or approximately $50 miflion
in aggregate.

DIRECTOR AND OFFICER INDEMNIFICATION

The Corporation indemnifies its directors and officers against any and all
claims or losses reasonably incurred in the performance of their service
to the Corporation to the extent permitted by law. The Corporation
has acquired and maintains liability insurance for its directors and officers
as well as those of certain affiliated companies.

OTHER INDEMNIFICATION PROVISIONS

From time to time, the Company enters into agreements in the
normal course of operations and in connection with business or asset
acquisitions or dispositions. By their nature, these agreements may
provide for indemnification of counterparties. The varying nature of
these indemnification agreements prevents the Company from making
a reasonable estimate of the maximum potential amaunt it could incur.
Historically, the Company has not made any significant payments in
connection with these indemnification provisions.

OTHER CONTINGENCIES

As at October 31, 2005, there are claims against the Company in
varying amounts for which no provisions in the financial statements are
considered necessary. The occurrence of the confirming future event is
not determinable or it is not possible to determine the amounts that
may ultimately be assessed against the Company with respect to these
claims. Management believes that any such amounts would not have a
material impact on the business or financiat position of the Company, or
the occurrence of the confirming future event is rot determinable.



19. LEASE COMMITMENTS

The Company has operating leases, with varying terms ranging up to
17 years, for office premises and equipment, storage facilities and sites,
application equipment and licensed vehicles. Future minimum payments

under these commitments are:

For the years ending October 31

Agricore United Txeer v . Clubal Growih,

21.INTEREST IN JOINTVENTURES

The Company’s interest in its joint ventures is recognized using

the proportionate consolidation method at rates that approximate
either the Company's ownership interest in, or the volume of business
with, the respective joint venture.

As at October 31

(in thousands) {in thousands) 2005 2004
2006 $ 14,553 Balance Sheets
2007 11,840 Current assets $ 90,856 $ 57782
2008 8,101 Long-term assets 101,671 103.360
2008 7110 Current liabilities (45,551) (11,640)
2010 ' 5,204 Long-term liabilities (6,926) (7.584)
After 2010 28,557 Other long-term liabilities (17,645) (18,608)
$ 76365 Net investment in joint ventures $ 122,405 $ 123310
For the years ended October 31
(in thousands) 2005 2004
20. FINANCIAL INSTRUMENTS
FORWARD FOREIGN EXCHANGE CONTRACTS Statements of Earnings
The following amounts represent the contracted Canadian dollar Revenues $ 81,748 $ 65258
equivalent of commitments to buy and sell foreign currency: Expenses (28,451) (27.845)
As at Octover 31 Income tax recovery (provision) (633) (1.306)
{in thousands)
Sell Buy Net earnings $ 52,064 $ 36707
U.S. doliars $ 268,129 $ 54,376 Statements of Cash Flows
Euro $ 21,729 $ 423 Cash flows provided by {used in):
British Pounds $ 107 s — Operating activities $ 58,789 $ 48535
Investing activities (10,220) 4995
Since any foreign exchange gains or losses are recognized as they arise Financing activities (40,323) (81.918)
and are offset by losses or gains on the undertying hedge transaction,
the fair value of these contracts approximates the carrying value. Increase (decrease) in cash and
cash equivalents $ 8,246 $  (28388)

FAIRVALUES OF FINANCIAL ASSETS AND LIABILITIES
The fallowing summarize the major methods and assumptions used in
estimating the fair values of financial instruments:

Short-term financial Instruments are valued at their carrying amounts
included in the balance sheet, which are reasonable estimates of

fair value due to the relatively short period to maturity of the
instruments.

Rates currently available to the Company for long-term debt with
similar terms and remaining maturities are used to estimate the
fair value ot existing borrowings as the present value of expected
cash flows.

The fair value of derivatives generally reflects the estimated amounts
that the Company would have to pay, or would receive, upon
termination of the contracts at the reporting date, thereby taking into
account the current unrealized gains or losses of open contracts.

22. SEGMENT INFORMATION

The Company has five reportable business segments operating primarily
in western Canada: Grain Handiing, Crop Production Services, Livestock
Services, Financial Markets and Other Investments as well as Corporate
Administration. Grain Handling revenues are earned from the sourcing
of grain from producers for delivery to end-users. Crop Production
Services revenues are earned from the production and sale of crop
input products and services through retail centers and country elevators,
Livestock Services revenues are derived from the manufacture and sale
of livestock feed and related services, Financial Markets and Other
Investments include the activities of Agricore'United Financial, Unifeed
Financiat and foreign exchange trading activities as well as the activities
of other investments. The Corporate segment contains no substantial
revenue and is comprised of corpaorate costs and other activities that
are not specific 1o other business segments.
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The Company has not provided revenues from external customers For the years ended October 31 (Restatexs -
by geographic location as it is not practicable to do so. Total sales and fnthousands) 2005 NO[Z:;:
revenue from services includes export sales of $1,186 million
(2004 ~ $1,356 milion). There is no material property, plant and Depreciation and amortization:
equipment located in fareign countries, Grain Handling $ (29,411) 3 (32.077)
For the years ended October 31 (Restated — Crop Production Services (20,516) (21,485)
fmthousands) 2005 Mo 2 Livestock Services (4,239) (3857)
Financial Markets and
Sales and revenue from services: Other Investments (202) (115)
Grain Handling ‘ $ 1679397  $ 2042029 Corporate (6.349) (7677)
Crop Production Services 835,758 754,249
Livestock Services 280,043 277,545 $ 6oy 3 (65210
Financial Markets and
Other Investments 10,443 9,403 EBIT:
Grain Handling $ 38,066 $ 41,411
2,805,641 3083226 Crop Production Services 52,340 31,749
Livestock Services 15,532 6,222
Less: Intersegment sales” (30,362) (35,091) Financial Markets and
| Other Investments 5,024 5871
$ 2775279 $ 3048135 Corporate (42,942) (16,323)
Gross profit and net $ 68.020 $ 38930
revenue from services!
Grain Mandiing : $ 211446  $ 213567 ~ Intersegment sales
Crop Production Services 184,999 161,626 Grain Handling s (29543) $ (34631)
Livestock Services : 53693 43907 Crop Production Services (819) (460)
Financial Markets and
Other Investments 10,443 9,403 s (30.362) § (35091)
As at October 31 {Restated -
$ 460,581 $ 428497 (in thousands) Note 24}
2005 2004
Operating, general and
administrative expensés: Assets:
Grain Handling ‘ S (143.969) $ (140079) Grain Handling $ 765,768 $ 734,522
Crop Production Servlc;es (112,143) (108,392) Crop Production Services 485,972 451,010
Livestock Services , (33,922) (33822) Livestock Services 117,101 130,887
Financial Markets and . Financiat Markets and
Other Investments (5,217) (3.417) Other Investments 15,106 11,192
Corporate ‘ (36,593) (38,646) Corporate 93,252 125,757
$  (331.844) $  (324.356) $ 1,477,199 $ 1,453,368
EBITDA: Intangible assets:
Grain Handling 3 $ 67477 S 73488 Grain Handling $ 659 $ 6500
Crop Production Serviées 72,856 53,234 Crop Production Services 10,000 10,002
Livestock Services ‘ 19,771 10,079
Financial Markets and $ 16,590 $ 16502
Other Investments 5,226 5986
Corporate (36,593 ) (38646) |  Goodwil:
! Grain Handling’ $ 1,962 $ 5,549
$ 128737 $ 104141 Crop Production Services’ 15,050 19177
Livestock Services 4177 4177
$ 21,189 $ 28,903

“Some provisions established at the merger date were greater than the actual cost incurred and
accordingly the excess was applied to reduce the value of goodwill




23.RESTRUCTURING PLAN

Agricore United 13 o Do O o

The Company's comprehensive restructuring pian to rationalize its country operations involves the demolition of locations that are either closed or

anticipated to be closed. The expenditures for the year and the remaining provision outstanding to complete this restructuring plan are:

For the years ended October 31

{in thousands) 2005 2004
Other Other

Demolition Cash Costs Total Demolition Cash Costs Total

Opening balance $ 251 $ 2,168 4,679 $ 3659 $ 2207 $ 5886

Less: expenses incurred (668) — (668) {1.148) (39) (1,187)

Less: provision released (332) — (332) — — —

Closing balance $ 1,511 $ 2168 3679 $ 2.5M $ 2168 $ 4679

24 ACCOUNTING POLICY CHANGES

Finite Insurance Layer

In the fourth guarter, the Company changed its accounting palicy for
certain insurance contracts that provide for the recovery of premiums
depending on claims experience. Previously, the premium payments
were expensed as incurred and the potential recovery was treated as
a contingent gain. Under the new policy, such premiums are accounted
for as deposits with the insurer. This treatment is consistent with U.S.
GAAP and the Company believes it will provide greater comparability
with other companies using similar insurance products. This change

in accounting policy has the effect of reducing OG&A expenses,
impraoving £BITDA and pre-tax earnings by $5 million (2004 - $56
million), increasing income taxes by $1.8 miliion (2004 - $2 million),
increasing net earnings by $3.2 million (2004 - $3.6 million), increasing
Other Assets by $13.3 million {2004 - $6.7 miflion), decreasing Prepaid
Expenses by $1.1 million (2004 ~ $1.1 million) and decreasing Future
Income Taxes — long-term asset by $4 milion (2004 - $1.8 million).

Variable Interest Entities

Etfective November 1, 2004, the Company adopted CICA Accounting
Guideline AcG-15, Consolidation of Variable Interest Entities ("VIE").
AVIE is any legal structure used 1o conduct activities or hold assets
which are not controlied by voting interests but rather by contractual
or other interests that change with that entity's undertying net asset
value. The application of these rules to specific situations is compiex
and the interpretation of the rules is evolving. The Company currently

accounts for its subsidiaries in accordance with the Company's principles

of consolidation. Based on ils assessment of the entities in which it has

contractual and other interests, the Company has concluded that these
entities are either not VIEs or the adoption of AcG-15 did not result in
a material change to the consolidated financial statements. There is no

impact to the prior year results from the adoption of this policy.

Asset Retirement Obligations

Effective November 1, 2004, the Company adopted CICA Handbook
Section 3110, Asset Retirement Obligations ("AROs").The Company
identified asset retirement obligations related to site restoration for
certain property leases, however, these obligations are not material
individually and in aggregate and, as such, a liabiltty for AROs has not
been recognized. The majority of these obligations were provided for
under existing merger-related provisions and are expected to be settled
within the next five years.

Westco, a joint venture of the Company, determined its previously
recognized reclamation obligation qualifies as an ARO and has
accounted for it accordingly (Note 11). Given the ARO balance
approximated the previously established reclamation provision and

that the retroactive income statement impact was insignificant, the
Company recognized Westco's adoption of AROs prospectively without.
a restatement of opening retained earnings.There is no impact to the
prior year results from the adoption of this policy.

25. COMPARATIVE AMOUNTS
Certain comparative amounts have been reclassified Lo conlorm
1O CUFrent year presentation.



a
<
4
%
o
[
<
&
o
IS
0
2
=
=}
@
Y
8
Q
=
5
<

SOy $ plEr S 9SGy § OLwy S S8y ¢ LOr S vERE § 122y § GBSk $ 2Ty $ 662y $ 1§ S suuol sad ubew Poa) S0IAIBS HaOKEN
%SvZ %02z %692 %681 %THL %102 %6v2 %S9E %612 %S €2 %162 %028 %) wibew sajes saoin 18g UCNINpoLg do)
6L6L $ [V S S¥0Z S 5802 S 1Lz $ 8% s 818l $  §507 S 056l § £82C % OZ8L § £9GC S aLuo) 45dt 301d $50.16 B
soney m::m._ono

€692 § ¥9Z¢ § 99t § 02 § 918§ 06t S vO0Z § OvtL S €8 S 9L ¢ 68 1 1EEL S (5000 ) o ssoib pasj-uon
9re 6€2 €2 852 0ez Sl alez vez el 261 902 vEe
L16'99 §  €81'8GGS  29512LS  0800L $ §26'Ly §  6OS0ESS QLGB § 9LTUG S €0v'e8 S 6OYEBSS 28906 $  1G2WY $
(997 8157 Lz A7 Gvv'2 0787 1802 1927 1912 6R0°L 625'L 8L {sauuoi Q) paddiys uresy

sasheg m:_::wno

(lzoy ¢ (6L ¢ 80 ¢ (0co ¢ (6e0) ¢ ¥8L § (120} § (0L0) S foso) s €07 ¢ €D 3 (80} S adeys Jad 'suoneiado woy moy yses)

(6z0) § 280 s (Q) $ (v0o) S “Nm 0) $ €0 s (€0} § (0£0) ¢ (org) $ G0 ¢ (50 3 (0§ suonesado BuINuNUod wody (ssof) sBupies pawngc

(620) ¢ 280 S (010) S (WO} S fe50) ¢ €L0 5 (€0} $ (0£0) S 510) $ S0 0§ (150 $ (5v0) S {ssot) sbuiee paunQ

6z0) § 9oL § (010 $ (1v0) $ (250 ¢ ¥60 $ (i€0) § (00 S (rg) s 60 ¢ (€50} § {90} $ suoneiade buinuuod wo (sso)) shuwicy

6¢0) ¢ 9oL 5 (000} § (WO S (z60) § w60 % (€0) § (0£0) S (Sto) s 60 ¢ (so) § ko) S (ssa) b v:,am
oieYg J8d
0965k 055y LEE'SH 92€'Gy GLESK 90€'Y (7R ELESY 0LESY LOE'SY £62°5F 982'SY sa1eys Jo Jaguinu afieare pa1yBiapn

(Glgs) ¢ 12068 S 2068 S (90GEL) S (956'21)8  €2veg § (2Led) $ (852 § (€EVEL) S 9LL'Z6 § (BUEL} S (260L1) S suonesado woy Moy ysel)

{s66zL) ¢ 98z8r § {19EW) $ (Q1r8L) S (vteRds  9¥82y § (10991 ¢ (1ezen s 6rV9) S EEOPY § (86872} ¢ (2E202) § (sso1) sfunriea 1o
2198 (£v5'82) 1612 2936 02261 (S1852)  v518 8LLS 850°LL (869'52)  SHOEL 12§t 59XE} BLUOOY|
—_— —_ — — — — — _— P —@ (A% Avm : mwa @nm Xe} Jo 8u .m:D_u.:mQO Um::_u:Oum_O

(L0g'tz)  ee89L (z51'1) (812'82) (19¢'8¢) 19989 (654%2)  (6vOBL) 61162) SogB (81898 (00'82) saxey a40jaq *suonesado buinunuos woyy sbuiel

otet) {8591 (erel)  (Lve'zd) Leiy (sl (WBeEL (ELvvL) (goLet)  (6v921) (g8} (z2ezL) sosuatxe UOHEZNLINISS 153481
250') 615 18 (9) {L6€) (182) 80¢ L 20¢ e 1z 06 stesse Jo |esodsip uo (ssof) ure))

(6280L) L96'(8 8029 {9ze's1) {852'92) 10608 ooty (159 (GLLgL) 69778 29122y (£509L)

(€r50L)  (BOVOL)  (BLYILLY (21501 (8902t} (©BLE)  (bEBOL  (529'1L) 69e0L) (€08} 6eo'LLy  (gorLL) uonensiuLpy aieiodiol)
9157 26¥ [ 88 LEG'L 826 Loy 562 7251 (8rt) 1867 LLE SWBLIISAU] JOUNOD) T SIBHEI (1Rl
1812 £8LE Lv¥'S LLLY 122l 0oLl 180’2 028 2} ZEE'L 159'L VBEE SOIAIDG YOOI

G266ty 82¥'78 6682 (866°91) (LLv'e2) Lv6'L9 (909 6009 (Legvl) ¥65'86  {97¥72) {092°6) SIANISG LORINPOLY doI7)
92501 2121 1666 LELL 6259 veL'ze 626 828 199 (o9t} (6y£21}  {20g')) Buipuie{ uieasy

Ji:E]
eeosty  (9gewl)  (vesy)  (vESSL) (c1gl)  (esesy)  (69Ls1)  (2v6'SL) (9orgl)  (9zerl)  (Lzmly  {166'CL)

(995°() (p2g't) 0y Mmmm: (Leg2) 9701) gz (Lp1'2) (907'2) (ggz'2) (L612) (1252) uoReNSIUILPY 1e.0d107)

(vs) (£5) (v} or) (ve) L) (z} (02) {02) {0z} (02) {02) SWIBLLISAAU) JUIO) 1 SIDUBN [eraueu

(r901) (1901 (950'1) (850t} (69¢°L) (648) (978) i€18) (z98) (261) (088 {697) STOINIDG HIOIEN

(21£°5) (8£2'G) ao_.mw (998'%) (2£6'6) {ece's) (tez's) (066'r) (912'9) {yr0'9) (062°9) (E6£°G) SBANIBG UONINPOIY dO1))

(Le0'e) (090') (6eSL (G (L1L'8) (Gev'e) (6951 (2e6'1) (220'8) {2808} (966'8) (2648) Bupuer uieit)

uonezn.iowe :O_::uw\_amﬂ
v0Z'¥ £0620L  22v12 802 (Lv1'8) 06296 0Ly 16Z'LL 16L00L  (588¢) VEE'L

{L16'8) (vB5'8) GoooL)  (geca) (ceqol)  (pzool)  (LLve) (81¥'6) (ser'e)  {(secs) (1816) uonensiupy aeiodio]
0£9'7 ¥ gel’L 826 LLg'L 626 L8y 5952 (820) 156 6E1°E SWIBLUISIAU| JSNE) B SIS e eroueu)
108' vy 61’9 622G 0652 8Y6'L 1062 ££97 VL 1Ev2 851y SBAAIS YODISHA]

(El901) 99948 566t {zeLzl) (SpG(1) erzer  (Giv) GLOD BEv POl wO8TE (t9v'€) SBIINIBG UONINPOIY dOIT)
£9E'LL 2EL6L 9851 9067 L 0v2'5L 65108 86811 06L'9L L {6ree) 06z'L Buipuie :.ﬂ% o

It

(GSee8)  (608L8)  (9ELLe)  (¥b0O'L8) (9zzee)  (959€6)  (v68'BL)  (1BG'69) (09r'§8)  (E69LL  (vPEOL)

(£16°8) (v88" @ (60001 (geL8) (Le00L) Moso_ (LLue) (8L¥'6) (€91'8) {8L'9) (8846 (£81'6) uonensiILpy j240d107)

(2vs'L) (60€"L) ov0'1) (oz¢'1) amfw Lvg'L) (8L1) €L {96) (218'1) {502) 48 SWBLLISEA] JBLIC) 1§ SIYIT (BIDURL §

(8L06)  (oee'g) S06¢)  (6098) (zva8 (svgsd  (yr9B} (1961} ig6za)  (sver  (plEd) L) SEIAIAG Ho01S0AT)

(8pr92)  (i£25E)  (852ve)  (00VSe) (€€4'92)  (Sevee)  (83292)  (9v6'L2) 90112 (zi92€)  (L0LEZ)  (vLO've) $30NIBG LONINPOLY dou))

(OLp'se) _ devi'ge)  (vewee) (986'98) . (6ee'se)  (6Lese)  (€00vE) o (BIZOL) o (81188 (ove'ge)  (reLLEr | {969°0€) ! Bupuepy weidy

- sasuadxa uonenswuupe g jeiouab ‘Guneiady
656'G8 ZLBY6L 85536 25218 S80'vL ov6'68L  ¥EGER 2808 121'v8 159681 86L°L9 882t
2Ly 581 £91°2 672 9eL'e 9112 665 2682 8E9'L v80'L €91 190 SWBLLISAAU) JBUIC) 7§ STEIB feloueul §
BLBZL pLSZL 20r'yL 8EBEL ZELLL ¥E50L 18G'LL ¥650L 1626 6966 S¥8'% 8IZLL SROUAJDG YOOI
GEL'9L €0672L €692 892°€L 8816 859901 €18 12602 SYEBL OLL'ZEL  §9B'9 LY502 S3IALOS UonINpolg doi)
eLLZ5 ¢ 18VIS S 00€6y $ 26816 S 62905 $  8/869 $ LO99F $  G5K9F S LVES S 88riE $ Ge8(Z $  986LE S Bupuey ueigy
SO2IA DS WO anUaAdl 13U L uCO\_Q meLO
O O 20 L0 O €0 20 10 O j4e] 48] 10 (poNpriEUN — PBIEIS BSIMISI0 SSANUN "SPUBSIOY) Ui
5002 v00Z £002 S00Z 01 £00Z - sbuie] jo wawoieg polepyosuoy) Apelien)

payun a100uby



B
o
el
=l
()

99ty § SEvr $ 06wy S Olby S W62y ¢ Ty $ SeLv s 1eer S arey S £ey § L7y 30 1§ S auuon sod uifiie pas) sa0A 108 Y2019M]
%122 %522 %02 %GBL %0722 %22z %262 %G 9F %L b2 %062 (9} viBaew sa1es S8AIRG LONINPOIY oI
91z $ 08lZ § GS90Z S G8OZ S velz § G512 § 2961 8 950Z S (VA TR S P Buuoy i ujosd §50.0 fujpue] utesqy
soney funessdpy
m £260L ¢ 0B6LB § 926G § 09vZ 0686 $  KLI'S S bRIE S el S 626y S 980F § 02T $ €€l S {5000 §) josd 53046 pasj-LoN
i} 286 9EL L6V 862 588 G659 ovy ¥27 9Ig 769 oy ¥EZ {SBUUC (J)Q) PICS PBd) Ho0I58R| PAIMOBNUEI
E 2085188  52g'BvLs  ZpYLELS  0800L S 622GELs  10€189S  Z6LOGLS QLTS S §28'928S  Z¢v8ELS  EEGYSIS 1529 S (5000 S} saies paas pue uoninu don uandatod dossy
=] SK6'5 812t 0067 6802 10001 2951 ey 1922 153 059 LLOE 28t'L (seuuo1 pp) paddis ureasy
o sonspeg Bupesodg
3
5, oL 0§ sl ¢ (EL0) 8 Mom.e $ LY S M;.ov s (0L $ vOL S SEL ¢ (8ol 3 (8E0) S aleys sad suonesado wouy molj used
< 570§ 6v0 § (150) S {1vQ) ¢ (620) ¢ 120 s (90) < {0€0) S €v0) § (000 § (660} 3 (9v0) S suoiieiado Bununuad wo sy (sso) sbuice pRNIQ
§20 $ 6vY0 $ (150} S M_ vo) S (5z0) $ 120 5 (190} s {0£0) S (Gio) s — § (@01 1 {&¥0} S {sso1) sbues pa1ng
520 $ ¥50 ¢ {1500 s {lvO) 3 (6g0) ¢ 20 S MB.OV ¢ (pgo) s (€v0) s (2000 ¢ (660) 3 (90 S suone5do Buinunuod Wwo.y (ssoi) sbutey
SZ0 ¢ 50 ¢ (g0 § (Lwd s (6z0) $ (20 s {L90) s (o£0) § o) s — 4 (%60 $ (Gvo) S ss01) sBuiue3
”w‘_n:w hva
£PESH 8cesy LEESY 92€'GY 8LZ'SY 592Gy Pp2'Sy £IE'SY 66267 562Gy 08Z'¥ 982'Ge saseys Jo Jaquinu sbesaae pUSiom
208'5L $ L15v8 ¢ (P02G) S (90GEL) S 16225 ¢ €5869 5 (0esey s (852%) § vorge € L6819 § (6/20E} % (26O S suoneado wo.j Moy yse)
PIS2L S 60462 § (LereR)s (Quvsl)s (t9rols  weelL s (zeBeZi s (LiZEL) s (9v5G) s €06 ¢ {oevtvrd  (2e202) S (sso4) sBuw1es 1o
(z87'1) (v68'61) £592L 2986 Lege (c88'11) 2E6°€L 8LL'S 1265 (z£1S) 99502 1267 5aX8) ALLODU)
—_— — —_ -— — _ — — wo\.m_, N@O.— —mN,_. @mm Xe) Jo wu ,m—.OZa;@&O _uw:t_w:OUm_D
96L'61 €Ov'LY (oev'sel  (8L282) (v05'€L) (sgve (voger;  (6YOBL) (181'v2) 8E6'Y (12579 (600'82) saxe) a10jaq ‘suonesado Bumunuos woy sbuney
(Legy)  (cpO'BE)  (p6e'92)  (Lw62l) (pri26)  (2Ev0w)  (L9v82)  (ELV'vL) 09g€s)  wseowy  (sprrgd {zeezu $95USUXa UONBZNLINGAS § 153103
£59'L 109 28 (6) (682) 201 €8¢ L Br5'L o't 166 0L6 $1085¢ JO fesOdsIp U0 (550) UlES)
02089 6V8'BL (8LL's) (92€'51) 626'8¢ 8169 (0zest) (159w 1£6'L2 ovovr (61288} {L5091)
(zv6'zy) (66626} (166'L2)  (21501) e2egy)  (§62we)  (6Svza) (529l BzLgw)  {09r2€) (19T {BOLLL
v20'S 8ry'Z 956'L 288 118 VEEY 90V Gy6'7 0£8'9 80’ 95019 BLLE SWSUISSAU| JBUIC) § SIRIC (IoUCLl
26651 56421 2196 1LY 2229 100G LOSE 0z8'L 661’9 LLE9 SY0'S PBE S3IIABG HIOISOA
0vE'ZS 69289 (€9L'pl) (866591 GrLLE 9zzss  (Giezy)  (6009) 119°2¢ 80198 (989L1)  (0926) S82AIBG LOMINPOI o1
990'8¢ orL'z 897Gl 1eLL Oiv'Ly 188'VE Lv1zL 8128 ove'rL)  (8G'12)  (eveEl) (209 BuypueH C_r._w:mm
(L4009)  (wBO'SH)  {8re0E)  (¥EGGL) (tLzse)  (160Ly)  (LL'te)  (2v6'sL) 00920 (w6L'wS)  (89Z98r  (1667LL)
(6ve'9)  (€8L'%) {652°€) (68L'L) (¢29'0) (9v9'5) (0L8€) {Lr1'2) (9026) (000°1) (2uee (126'2) wpy s1eiodion)
(e02) (8ri) (s6) (9¥) [C1YS) ME (or) (02) (08) {09) (oK) (02) SWBIISeA] SO 1§ S [N
(6Eev)  (5L1€) vi12) (850't) (£58'€) 80v'2) BT (Ei8) (612€) (1£€'2) (s¥4L) (59 S00IA 165 HO0AN
(91502)  (v0zSL)  (996'6) (998'p) (s8p'1z)  (€9661)  (12zo)  (066'w) (covbe) (2t} {(g8021}  (£6L9) SB2UAIBG UONINPOLY o))
(Livde)  (wigze)  wiesl)  (SLLd) (zzogey {gogeg)  Qwesy) (2uen) (26958} (0£992)  (esarl}  (269%) Bunpuety uiey
voneziiowe g voiieaidag
(EL8ZL EEGWZL 0E9'LZ 802 OrL'vOL 18221t LBBEL 162'tL IE500L  ovzes {158} vEB'|
(¢659¢)  (91917)  (zeegt)  (€2LB) (9p9me)  (60982) (68581  (8L¥6) (cze'ee)  (09462)  (sue81)  (L81%) uonensuwpy 31e.10d407)
oA 986 826 G855 GLEY aer'e G987 0189 89€'G 9509 BELE SIURUNSBAU| J3YIQ) 1§ SNt [PIOUICUL
LLLBL 0¢6'G1 622G 6£0°0L 680'L ooy ££97 8LLG vLL8 0659 B5L'Y S9IAIBG HOOIBA
958'2L 6IV'ES (zeven ¥EL'ES 6LL0L (v6v'2} 61LO'L) VLO'LE SEQ'VOL 168 (19v'¢) $801A10G LORINPOIY doI])
L9 PLLOG 28L0E 908Vt 18¥EL 1285 880'82 06L'9t 5L02 £80' LB 062't Buipuer cmm_w @
(rp81€E)  (680052)  (08L'85L)  (kPQ'1Q) (¢5e7p2e)  (erze)  (Sevavl)  (18569) (£26'606)  (180'822)  (£29T¥1}  WiB0L)
(c6698)  (9L977)  (zecsy)  (g£2L8) (9p98g)  (50982) (68581} (3L¥B) (ez6ee)  (09057)  (srem1)  {(816) onensiuwpy sieiodiony
(2126} (5i9%) (9922} (9ze'1} (LLvE) (2681) (G¥) £l (2v0'7) G5 (vel) 2L SIWBLNSBAU| JAUID) § SINID (BISLEULY
(ez6'¢e)  (vvB%2)  (#1591)  (6098) (zzaes)  (08z6z)  (G£991)  (1962) (L190E)  (Br£22)  (geswl}  {BiLe) SFDIAISS HOOSAN ]
(€rLzLL)  (56£'58) Amm_.gw sovmmw (76€'501)  (65918)  (vez8y)  (9¥6'L2) (£B8'901)  (/8184)  iGLULRY.  (FLOVE) $82IA13G UONINEOIY 017y
(695'evt) (6S5801Y  (O1v0L) (9869 (osoort)  (189v0L) (22699 (§9Z'05) (v6E9E1)  (9L288)  (0e819)  (9690E) Bunpuey ey
sasuadxa uonensiuupe 1§ [eleush Bunesady
18509¢  Z29'viE 01861 5218 16V8Zy  ZLPPSE 99vP9L 2808 VSEOLY  (ZE9ZE 9L9DFL B8
£proL 1129 Ly 622 £0v'8 1929 LEYE 2687 2668 e 0529 i90€ SIIBUNSBAL} JANQ) B STENIBY eIouCUly
€695 yLAOY 0r282 2€8EL L0B'EY 69.2¢ 51122 ¥65'0L 88E0F 6018 £2L'te 81211 S0IAIEG HO0ISAN]
666'%8L  ¥98'B9L 196GY BIZEL 979101 BEKIGL - OvL'GE 12602 196602 Zz9v8L  ZLSLV 150z $32IABG LIORINPOLY d01])
9pvLizs  £49851S  THULOLS 78BS S (95123 BE620LS  00E6 S 65KV S GULGLS  BEZEOLY  LL8GY § %m (€S pue{ Ul
SAJIAIBS WO ONUDADL JoU Q uzn:n mesU
D £O 20 10 28] [0} [4e) 0 6] [Xe) 70 _.O. {Patpreun — pales aSIMIBYI0 SSBILN ‘SPURSNOL u)
5002 Y002 £00Z G007 03 £00Z - sbuwiey jo WoWRRIG PAIEPIOSUDT) ©IR(]-01-1Ua)

panun aJoouby



Report

z
E¢
kS
c
<
k=l

@
=

c
]

@

o

[}
2

=3
<<

99ty S Shwr § BLEY § Aver S 162y $  v0Er S ylEy S 8EEr S ey $ yE2r $ f22r 5 0% § 3uu0) Jad UIb.pW Pa3) S3AIAG YOCISAAL
%L'22 %E22 %012 %902 %(rez %222 By P %6 VT %L v %reZ %22 %6t2 {%) wib.ew ssies sa01A 165 UORNPO.y do1)
91z 8 €512 s L8 $ ovie § PELZ $ 001Z $ L1102 S 2z0z 01z $ E£E2 8 ISWZ S LESZ ¢ auuoy sad Youd ssob Buipuey uie
€280L § 9008 S cL8 § 052L S 0665 S (565 $ €65 S BELY S 626§ 1907 $ SGlyeE §  SoEE (000 8) oud ssaub paaj-uoy
736 996 208 616 589 6¢8 918 908 g18 198 €68 605 {s9UU0Y OO} PIOS P23} YIOWAAY PRImIRLL
2085185 £S1'U6LS  6L00L$  EEOBKLS 622'5€/S  ¥OL'SILS  ¥BYBZBS  OGE6ELBS G28'928%  8/5'G8LS  76062LS  vBEUBYS (000 $) saies Peas pue woiNU doid uondsio.d dougy
S¥B'5 €218 SaL0L SEZOL oL €280t ZrL6 0618 LY/ 79¢'a 819 8LeY (sauLo () paddiys uteasy
sansnelg m:_::oao
POL S SKFL S LEL § £60 S S 7ZL. S Lkt S BE1 S 0L § 410§ 200 S 900 3 aJeys Jod 'Suonesado Wo.y moy used)
520 $ €00 S (600) $ {(9ED) S g (o) s oy s (tzo) s (Eve) ¢ (5r0) S (R0} s (950) ¢ suonesado bununuos wouy ‘(ssoi) sbuniea painig
620§ €00 S (600} $ (9€0) S S zI0 § St0 S 100§ (o) ¢ (sro) 5 (@O S (090) ¢ (ssol) sbuwea pau)
Gz0 ¢ 00 S (600 § (9E0) S S o) § (e $ (2o s (¥o) ¢ (620) ¢ (80 $ (950) SuoREIao HUINUNLOD 1oy (5s01) shuiuie]
6zZ0 s £00 $ (6000 § (9€0) S S 20 S S0 S W0 S Gror ¢ {5r0) s (980} s (090) ¢ (ss01) sbuiiey
“v;_mr—w ‘_mn_
EPESY 2EE'GY L2E 'Sy 18Z'Gv 9LZ'Gh 942Gk 90€'5Y 662'SY 7625k ¥82'SY 082k saieys Jo saquunu sbesone pa1Biopy
2065L S 19599 € £9909 §  6YOEV S 16225 S 02¥95 S ELLGY S BEZ9 S vOr'8r § Er98 § 6217 § 90% ¢ suonesado Wo.y moy yse?)
vIG2L § 89T ¢ {210} $ (2tes s (£9101)8 5259 & 2Lt § Gt G156} ¢ (958260 S (£594€) S (01652} $ (sso1) sbuiuriea 3o
(e8e't) (vi9} 8507 L2v'e 1323 (r28) (to0) vEL'Y (26'G 19671 POE'EL 58521 S8XE] auoou|
— - — — — LLELL LLLL 252l 80L2L 591 {eey) (bve'L) xe1 §0 J0u ‘suonelado panuRuUesK]
96161 Zvoe (0c16) (e€1'22) (vosel) (292 (850°€) (Lzz's1) (18t'v2)  (28G'GY)  (88G1G)  (§58'9E) sexe) 2109 ‘suonesodo Bununuod woyy sbuiey
(L186%)  (BGL6F)  (L00%)  {81905) (Pp1'2G)  (BEL€S)  (eawvs)  (112'S9) 099'cs)  {82€1S)  (¥598Y)  (6985H) 5a5UBAXD UOIILZIILINIAS 1§ 1$DI01|
£69't 01z (065) (69¢) (662) yO¥ [ £59 8¥5'L (7733 ore £ELEL 13858 JO [e50dsIp UO (5501} Uy
02089 16526 LEGSH v52'82 626'8€ 2406y 0£v'05 LEEBE L£6'Z 286t {yr1L9) 6Ly
(zvbzy)  (29vp)  (GG8'SK)  (0LZ'GH) (€ze'9v)  (v29py)  (LOG'LY)  (9vO'EY) BzLev)  (Llovsy)  (veeer)  (895'LS) UOHENSIILINY 1240107
205 SBRE Lev'y 808'€ LIRS 958' 08L'y 9599 0£8'9 ££59 G191 08y SWBLUISBAU] I8 B SIBRIC [POURUIY
26551 910w €68'LL €158 2229 £2Lg G5E'S 526V 66¢'9 556, sz 8852 SE0AIBG H201AM ]
0vE'25 80L'vh LOE0E 09402 BrLLE 68LLY v9'LL 22661 LL9zL 825'6Y 8912 BLOBL S90S LONONPO Y dOI))
990'8¢ 692'7€ LELYY £2€°0% OLK'ty 826ty PSLLL 0z1°6) (o¥6yL) (€209} (65} ELEL Buipuet urey
Ligd
(£109)  (108€9)  (8v2ve} (€089 (Lizge)  (00969)  (Ev0B9)  (15504) (ogzLy  (zorv)  (geved)  {vegze)
(6ve9)  (r189) (900} (6LE1) (L1911) fesg't)  {v9g8) (ze8'8) {9026} (ooz6)  (aezo) (Ligs) uonEsLpY Sesad.o))
(202) (eze) oL (LwL) 5LL) {19) {08) (08) (08) (08) (165) (19¢'1) SWBLNSIAU| SBNQ) 1§ KDL (ULl
(652') (pbSp) (2€€'%) (20L'p) L58'€) (0r£') (ELE'E) {192¢) (GLz'e) ooLs)  (eLLE) (g6l SBOIAIRG YOOI
(91502)  (9cLig)  (ogety)  {i9g1e) {sgrie)  (6zgle)  (1v52e)  (009ER) (covve)  (y68€2)  (sB2€2)  {¥9572) $OOIAIBG LONINRO.G doIy
(Llyse)  (G80'te)  (oswie)  {oseLe) (te0zer (ssezel  Geiee)  (222've) (26966} (Bzw'se)  (ze19e)  (9BE'9E) Bunpue
:O_umN:uDEm Q Uuo|
160821 2BE9LL BLLBOL  LSO'EB OrLYOL  2GWLL ELP'BLL 988'60L 1£5001  ¥8Y'EL 28299 59189
(£659€)  {€59°LE)  (68L'BE)  (16BLE) (ovegel  (2ee9e)  (EGEE)  (piawe) (e26'ce)  {10298)  (68968)  (6L2v) uonensuwpy syiod.ios
922' 102y 165" [ aF'E LIS 09z'v acLg 0169 £19'g 4028 €29 SWBLASA) JBLI(Y B SISE IPouEYy
LLLBL 09581 59294 51921 8001 £6v'8 8998 2618 8LLG S5rOL €101 8Lt SIUAISS HIOIAI]
95821 2659 LEG'LS LZ1Zy VEZES 8LO€Y 8176 22566 VL'l 22rEL 6605 Ve Ty S80IAISS UONINPOLY dOI)
1w 5€'S9 1819L €022t JRE 9L8EL 6687y 25962 25402 S6E6L £20°9€ 80108 Buypuer ._ﬂmm @
(vpR'LEE)  (GLEZEE)  (z00Wee)  (028GEE) (t5e'p2e)  (19626)  {1£L618) (099808 (€26'60¢)  (1£5'208)  (285%€18)  {0KZB1E)
(€659¢] MSS@ (6808E)  (168'LE) {avgBe)  (e£L98)  (LESEE)  (viz'we) (€76't€)  (10z98)  (6898E) (1Bl UONEASUDY 1840007
(L12'G) 002'G) (8££°5) (9L8'7) {LLv'E) (886'L) (€56°L) (1¥02) {2v02) (ozL'1) {19v'2) (€25°€) SIUSUINZEA| BN R SIRBI frducly
(zzeee)  (9geee)  (Loeee)  (0Lv'yE) (ezgee)  (erg5€e)  (€LL28)  (E1G'LE) (LL90e)  (1G00€)  {evw0E)  (GEQ0EH SBAAISS YOOI
(epLzil) {gzLel _W (greotn)  (9vgLLL) (g6cg0l)  (582'801) (210000L)  {GeBwoL) {e68001)  (€€50LL)  (LvZLil)  (OE6'LOL) S@0IA Jag UORINPO.G doigy
(695€vl)  (By6EVL)  (81GG¥L)  ([6L'9v1) (0g00pt)  (69872vL) (96BEL) (L9668 v6EoEl)  (0zoBel)  (briOEL)  {SSEYEL) . Buypuey ueisy
- sasuadxa uone.nsiunupe 1§ [Lioudl Buneiod(y
18509y L0LBYE  LPBERY  LI6'B2F 1682y GESBER  PEZWER  BYYBIY PSP0LY  GLZ'IBE 9208 SOVISE
£y 0L L0V 62601 598 £0v'8 S06'L €12's 118 256'8 ££8'8 19901 ¥5L'6 SIUSLISAAU] S0 B SIDHBY fRIoveuly
£69°€5 Pe'LS 996'6% SrLLy L03'EY 3907y Lvy'Ly 50L'6¢ 68¢°0v 2L50r 09i'Ly 'Ly SBIAIBG OIS
666'¥8L 25081 (¥819L  L9BESL 929'19L  EBLLIL S6L20Z  LyEW0Z 196607 SS6'EBL 022291 Z/L0GL S30IAIEG LONINEDY dou)y
rr'Llzs  20EB0ZS  669'122%  000BLZS [95°C128  SBLILZS GEEPSLS  BLUGILS SYL'ISLS  GLy'SyLS  [1299LS  £99'8LY Buipuey wieis
SOOIA IS WIOL) DNUBARL JaU )y uto‘_n $s0U0)
[Z0] £0 0 LO 170 [¥e) 20 te} O & iie) Re] {PaxpnRLR — PAIEIS BSIIALID SSAUN ‘SPULSIOL L)
5002 v00Z £00Z $002 ©1 £00¢ — sbuiue] Jo WawIg pa1epiosuoT) Lpuop aam| Bulel)

panu) at0o1by



S

¢

5

i
@

=
=
>

@

8
™

o
<C

%Z 65 %1 09 %V LS %L95 %095 LINE] %o VS %E'vS %508 % ¥y %08Y %604 Swamidig WL JO 5 © 58 BPUTH i
188G 1v8'G £e8's 908’5 909 885G BLOS 8ry'y [4782 £582 952t 8Lt BYPUEH |RUILLRL
%G vE %0 vE %Y VE %1 GE %L VE %198 S8 VE %E G %0'9E %0EE BYEE #6EE 238U YL D
Lve8z 98582 2Lvee £0262 598'82 29582 08292 QEZEL yBy 0z 16281 28102 0yl1e swistuthug Ansnpu)
gpge S V¥E9 S 969§ evEe 8 w55 § LS9 ¢ 7815 § U8t S vorz §  BLv S gty § s S SPUBPING
PoapUD SLIUOW BAJIMY Bupel ol 104
%265 %084 %e'LS %555 %095 %126 %1'8p %2'¢G %505 %0 % e %L2E WIS WeLS) JO G © 58 SIPUBH [EUNLLOL
168G 0zer 052 LBE'L 909'S SgE'E £87C 181l IrLE 6EL'T eley] 1944 B|puCH [PUILIB]
%5 vF %ETE %4 vE %EVE %LYE %256 %LVE %LEE %0'9€ %SHE %8 LE %G'GE B12UG 1B UL
Lv8'82 BL12 4 g5L'L 69982 QLy'Le 199 v28'9 8407 26YEL G86'L gLy swawwdiyg Ansapul
gyG9 $ 080% ¢ oLz ¢ 09t 4 weg s L0v 8 gLz ¢ 8seL s vz § s - s S spuapiag
papud 31ep-01-4E0K BUl 404
%129 %ELL %8'3¥ %S'SS %98 %¥'03 %'yl %L %485 %169 Yol ¥o %L Ce SuaLdIUG UIRIS) JO % © S8 BIPUEH] BB
L oLLL [N} 18e'L 129 0L 0L L8 €00t £ELL 5% Siv Bipuey |RUlLIBL
%6 ¥ %0VE %L ve %E Ve %\ EE %19 %5 9E %L EL %B8E %L 6L %Y 0¥ %G 'GE aleuS 1B LILID)
059'L £66'9 oL 85L'L 60EL 8082 L£8'9 ye8s 280'L 1259 8L JARY swatudig Ansnpd
ggpz § Q%L S gogt 5 0%l ¢ vapz 5 6sEL 3 gee'L ¢ BSEL S Yo'z s s s - 3 SPUADINGY
papua aapsenb ayy 10y
262'€6 102'€8 S8eIIL £87'801 150621 29'v6 6vL621 91221 60266 VLB £OEESL LGLLEL uonensuupy 10204103
— — = —_ — — — — — Gvg G767 11571 suone 1B PenuuOs
SOLSL LYZLt SE56 21t 26LLL 1228 G2 v0vry 62921 26901 2018 18r6 SuawnseAU] 1BLAQ) 1§ SISE [CUEUl
LOL'LLL Z1802L 692521 Lze9el (880€L cErerlL gLLLyt Ge6vEL CLviel 8L4'GCL £26'07L L8611 Sa2AIG HROIAN]
2L6'58r 1269ty 052°06L BLLYLG 0LO'LSE LB6OY 168604 799955 €128 864005 £59%60L LGOEPS sanin 12g uoonpalg 4o
89('59L vv2089 2Ll 86¥'/69 22GveL L2LLL 9Z1L8L 2LLBEL 191618 190169 OLvBYL 1£5°808 Buiipuepf wes

Juswibiag Ag - s1055¢

U

T

8se'L9 GEe19 ’ SrLLY 9EL'LY v8609 81019 8109 L0019 00019 sannoeg AIGNIBALOY (KI0L
£68 ¥68 ¥63 9568 zeL €EL veL 996 £09 902 803 609 suondQ) W
000'vL 00094 000wt [Va 42208 QOoPL 000'FL Q00'vL 00071 Q00'FL 0L o001 o0t SO.LNUBGIN PALUNIOYNS PBIIBUN SGNIBAIOD %H
yOL'L yOL'L yOL'L yOL'L SOLL SOL'L SOL'L SOVt SOVt SOLL SOLL S04 saaeys paLajilg SRIaM0T LY. sauag
192'SY 1585y LETSY QLS GIgay 108°SY O1eGP 10TGY P82°G¥ ageSh FLPUEISING PUE PANSS] SBIEUS UCWWOTY

SANRLINIBG BYPIIRAUOT

g 5 £56 S £S5 5 856 % 958 $ 3 $  SLpL S kS $ s S0 $ sy ooPx] sbesony powiBrap, - uond() WG BAnNIEX]
ot S 08B S B § o8 3 yoL S S8 § 6L 3 gv6 S $ S s Gy S a3y Buipesy Busor)
vee s 60O S 2D s wd ¢ g6 s SLoL 3 8ve § L6 S 2000 5 9L0L S vE 5 188 % (pawp) Bieys sod anRA %00g
coor S 8EOL 5 186 s 865 8 vl & 90L § 900 §  G¥0L S {01 S 96DL 3 200 s 150§ aietjs sod SAICA xOOma v
| \\\\\l\l\\“\ﬂ
0 0] 10l 20 LQ YO £0 20 10 k0] 0] 20 o) (paupneUn - POIIS DMUMD SSBJLI SPLCSROLY Ul

500Z ©3 £00Z — ST Bune.iadQ 1PY0
S002 v00Z £002 paiuf) mLOu_._mQ




owaledge lntienslve CO eCtIOI'IS to customers augmentmg our eX|st|ng
144

strong connections.

-

Brian Hayward, CEO
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Agricore )
~=:United

December 21, 2005

Dear Shareholder:

We are pleased to invite you to join our Board of Directors and senior management team at our
2005 Annual Meeting of Shareholders. The meeting will be held on February 8, 2006 at 9:00
a.m. (Winnipeg time) at the Fairmont Winnipeg Hotel, Two Lombard Place, Winnipeg, Manitoba,
Canada. The meeting will celebrate 100 years of continuous service to Western Canadian
farmers by Agricore United and its heritage companies.

The meeting provides you, as a shareholder, with an opportunity to meet, listen to and ask
questions of the people who are responsible for the performance of the Company. The Notice
of Annual Meeting and Management Proxy Circular describing the formal business of the
meeting and related proxy are enciosed.

Your vote is very important. \Whether or not you plan to attend the meeting, you can make
your voice heard by completing and sending us your proxy (full details are provided inside).

If you are unable to attend in person, you will be able to view and listen to a webcast of the
meeting at www.agricoreunited.com. Prior to the meeting you may also wish to visit our website
to view our most recently filed documents.

We look forward to seeing you on February 8, 2006.

Sincerely yours,

(. 40 A= a4

Wayne Drul, Jon Grant, Brian Hayward,
Chair of the Board First Vice-Chair of the Board Chief Executive Officer
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UNITED GRAIN GROWERS LIMITED
operating as AGRICORE UNITED
NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

Notice is hereby given that the annual meeting (the “Meeting”) of the holders of Limited
Voting Common Shares (the “Limited Voting Common Shares”) of UNITED GRAIN
GROWERS LIMITED, operating as AGRICORE UNITED (the “Company”) will be held
at the Fairmont Winnipeg Hotel at Two LLombard Place, Winnipeg, Manitoba, Canada on
Wednesday, February 8, 2006 at 9:00 a.m. (Winnipeg time) for the following purposes:

1.
2.
3

4.

to elect one Non-Member Director for a three-year term,

to elect one Non-Member Director for a one-year term;

to appoint auditors to hold office until the close of the next annual Shareholders
meeting and authorize the Directors to fix the remuneration of the auditors; and
to transact such other business as may properly come before the Meeting or any
adjournment or postponement thereof.

1

The 2005 Annual Report, the 2005 Management Proxy Circular and a form of Proxy
accompany this Notice of Annual Meeting.

DATED at Winnipeg, Manitoba, this 218 day of December, 2005.

By order of the Board

TOM KIRK, Corporate Secretary
P.O. Box 6600

201 Portage Avenue

Winnipeg, Manitoba

R3C 3A7



UNITED GRAIN GROWERS LIMITED
operating as AGRICORE UNITED

MANAGEMENT PROXY CIRCULAR
Dated December 21, 2005

Solicitation of Proxies
Who is soliciting the proxies?

This Management Proxy Circular (the “Circular”) is furnished in connection with
the solicitation of proxies by and on behalf of the management of United Grain
Growers Limited, operating as Agricore United (the “Company” or “Agricore
United”). |

Why are the proxies being solicited?

The proxies being solicited will be used at the annual meeting (the “Meeting”) of
holders (“Shareholders”) of Limited Voting Common Shares (the “Limited Voting
Common Shares”) of the Company to be held at the Fairmont Winnipeg Hotel at
Two Lombard Place, Winnipeg, Manitoba, Canada on Wednesday, February 8,
2006 at 9:00 a.m. (Winnipeg time) and at any and all adjournments and
postponements thereof.

The Meeting is being held for the purposes set out in the accompanying Notice of
Annual Meeting of Shareholders (the “Notice of Meeting”). As a Shareholder you
are being asked to vote on three items:

(1)  the election of Jon K. Grant as a Non-Member Director for a three-year term;

(2) the election of Steven R. Mills as a Non-Member Director for a one-year term;
and

(3) the appointment of PricewaterhouseCoopers LLP as auditors and the
authorization of the Directors to fix the auditors’ remuneration.

The Company’s Board and management recommend that you vote FOR all of the
foregoing items.

How will the proxies be solicited?

While it is expected that the solicitation will be primarily by mail, proxies may also be
solicited by directors, officers or regular employees of the Company personally or by
telephone. The cost of solicitation will be borne by the Company.

Date of information in the Circular

The information contained herein is given as at December 21, 2005 except where
otherwise noted.



Appointment of Proxy Holders and Revocation of Proxies
Attending the Meeting in Person

If you are a registered Shareholder, your name will appear on your certificate for your
Limited Voting Common Shares. Registered Shareholders wishing to attend the
Meeting and vote in person should refer to “Voting by Registered Shareholders” on
page 5. If you are a non-registered Shareholder, your Limited Voting Common Shares
are held by an intermediary such as a bank, trust company, securities broker or other
nominee (an “Intermediary”) on your behalf. Non-registered Shareholders wishing to
attend the Meeting and vote in person should refer to “Voting by Non-Registered
Shareholders” on page 8.

Representation at the Meeting by Proxy

Shareholders who wish to be represented by proxy at the Meeting must deposit properlx
executed proxies with Computershare Trust Company of Canada (“‘Computershare”), 9"
Floor, 100 University Avenue, Toronto, Ontario, M5J 2Y1 (delivery or mail using the
enclosed self-addressed envelope) or by fax at 1-866-249-7775, or by telephone at
1-866-732-8683 or over the internet at www.computershare.com/cal/proxy prior to 4:30
p.m. (Toronto time) on Monday, February 6, 2006 or such later date as the Chair may
determine. All Limited Voting Common Shares represented by properly executed
proxies will be voted for or against or withheld from voting on matters identified in the
Notice of Meeting in accordance with the instructions of the Shareholders as specified
thereon except as set out below (see “Exercise of Discretion by Proxy Holders”).

Completion of the Proxy

A PROXY MUST BE IN WRITING AND MUST BE EXECUTED BY YOU OR BY YOUR
ATTORNEY AUTHORIZED IN WRITING OR, IF THE SHAREHOLDER IS A
CORPORATION OR OTHER LEGAL ENTITY, BY A DULY AUTHORIZED OFFICER
OR ATTORNEY THEREOF. A PROXY MAY ALSO BE COMPLETED OVER THE
TELEPHONE OR OVER THE INTERNET.

Alternate Appointment

Signing the proxy form gives authority to Wayne W. Drul or Jon K. Grant, both of
whom are directors and officers of the Company, to vote or withhold from voting
your Limited Voting Common Shares at the Meeting in accordance with your
voting instructions. You have the right to appoint some other person or company
of your choice, who need not be a Shareholder, to attend and act on your behalf
at the Meeting. IF YOU ARE INTENDING TO VOTE BY TELEPHONE, YOU CANNOT
APPOINT A PERSON TO VOTE YOUR SHARES OTHER THAN OUR DIRECTORS
OR OFFICERS WHOSE PRINTED NAMES APPEAR ON THE PROXY FORM. If you
are intending to vote by telephone but wish to appoint a person other than a director or
officer whose printed name appears on the proxy form to vote your Limited Voting
Common Shares, you should not vote by telephone; rather you should submit your
proxy by mail, fax or over the internet in accordance with the instructions below.




As indicated on the form of proxy, a Shareholder desiring to appoint some other
person to represent the Shareholder at the Meeting may do so by inserting such
person’s name in the blank space provided on that form and delivering or mailing
the completed proxy using the enclosed self-addressed envelope to
Computershare Trust Company of Canada, 9th Floor, 100 University Avenue,
Toronto, Ontario, M5J 2Y1 or by fax at 1-866-249-7775 for receipt prior to 4:30
p.m. (Toronto time) on Tuesday, February 7, 2006 or such later date as the Chair
may determine.

IT IS IMPORTANT TO ENSURE THAT ANY OTHER PERSON YOU APPOINT IS ATTENDING
THE MEETING AND IS AWARE THAT HIS OR HER APPOINTMENT HAS BEEN MADE TO
VOTE YOUR SHARES. PROXYHOLDERS SHOULD, AT THE MEETING, PRESENT
THEMSELVES TO A REPRESENTATIVE OF COMPUTERSHARE AT THE TABLE
IDENTIFIED AS "REGISTERED SHAREHOLDERS”.

Instructions to Non-Registered Shareholders

Non-registered Shareholders will receive these materials either from an Intermediary or
from the Company’s agent, Computershare.

Materials Sent by Computershare

If you are a non-registered Shareholder and the Company’s agent,
Computershare, has sent these materials directly to you, your name and address
and information about your holdings of securities, have been obtained in
accordance with applicable securities regulatory requirements from the
Intermediary holding Limited Voting Common Shares on your behalf.

By choosing to send these materials to you directly, the Company (and not the
Intermediary hoiding on your behalf) has assumed responsibility for (i) delivering
these materials to you, and (ii) executing your proper voting instructions. Please
complete and return the materials in accordance with the instructions provided
by Computershare.

Materials Sent by an Intermediary

All non-registered holders of Limited Voting Common Shares who receive these
materials through an Intermediary should complete and return the materials in
accordance with the instructions provided to them by such Intermediary.

Revocation of a Proxy

A Shareholder giving a proxy may revoke the proxy by instrument in writing executed by
the Shareholder or such Shareholder's attorney authorized in writing or, if the
Shareholder is a company, by a duly authorized officer or attorney thereof. The
instrument revoking the proxy must be deposited (i) with Computershare at the above
address at any time up to and including 4:30 p.m. (Toronto time) on Tuesday, February
7, 2006, the last business day preceding the day of the Meeting, (ii) at the registered
office of the Company at any time up to and including 4:30 p.m. (Toronto time) on
Tuesday, February 7, 20086, the last business day preceding the day of the Meeting, (iii)
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with the Chair or the scrutineers of the Meeting prior to commencement of the Meeting
on the day of the Meeting, or any adjournments or postponements thereof, or (iv) in any
other manner permitted by law, but prior to the exercise of such proxy in respect of any
particular matter.

Record Date for Notice of Meeting and Provisions Related to Voting

The Board of Directors of the Company has fixed December 21, 2005 as the record
date for the purpose of determining Shareholders entitled to receive the Notice of
Meeting. Each Shareholder is entitled to one vote for each Limited Voting Common
Share shown as registered in such holder’'s name on the list of Shareholders prepared
as of the close of business on the record date. A person who has acquired Limited
Voting Common Shares after the record date who obtains from the vendor of such
shares an executed proxy relating to the transferred shares and deposits such proxy
with Computershare by mail or fax as provided for herein, prior to 4:30 p.m. (Toronto
time) on Tuesday, February 7, 2006 or such later time as the Chair may determine will
be entitled to vote such shares at the Meeting.

Voting
Voting By Registered Shareholders
You are a registered shareholder if your name appears on your share certificate.

You can vote your Limited Voting Common Shares by proxy or in person at the
Meeting if you are a registered shareholder:

(1) BY PROXY
There are four ways that you can vote by proxy:
(a) By Telephone

Telephone voting is only available to registered Shareholders
resident in Canada or the United States. Call 1-866-732-8683 from
your touch-tone phone and follow the instructions. You will need your
proxy control number located on the lower left side of the enclosed proxy
form, your holder account number located on the lower left side of the
enclosed proxy form and your proxy access number located on the lower
middle of the enclosed proxy form. You do not need to return your proxy
form.

(b)  Over the Internet

Go to www. computershare.com/ca/proxy and follow the instructions
on the screen. You will need your proxy control number located on the
lower left side of the enclosed proxy form, your holder account number
located on the lower left side of the enclosed proxy form and your proxy



access number located on the lower middle of the enclosed proxy form.
You do not need to return your proxy form.

At any time, Computershare may cease to provide telephone and internet proxy voting,
in which case Shareholders can elect to vote by mail, by fax or by attending the Meeting
in person, as described below.

(c) By Mail

By completing, dating, signing and returning the enclosed proxy
form in the self-addressed envelope provided.

(d) By Fax

By completing, dating and signing the enclosed proxy form and
forwarding it by fax to 1-866-249-7775. IF YOUR SHARES ARE NOT
REGISTERED IN YOUR NAME (E.G. IF THEY ARE HELD THROUGH
AN INTERMEDIARY) DO NOT USE THE ABOVE FAX NUMBER AS IT IS
RESERVED FOR REGISTERED SHAREHOLDERS. INSTEAD, USE
THE FAX NUMBER, IF ANY, PROVIDED BY YOUR INTERMEDIARY
OR, IF THE PROXY IS SENT BY COMPUTERSHARE, THE FAX
NUMBER PROVIDED BY COMPUTERSHARE.

(2) BY ATTENDING THE MEETING IN PERSON

If you wish to vote in person at the Meeting, do not complete or return the proxy ‘
form. You may vote in person at the Meeting.

Voting By Non-Registered Shareholders

You are a non-registered (or beneficial) Shareholder if your Limited Voting Common
Shares are held through an Intermediary.

There are two ways that you can vote your Limited Voting Common Shares if you
are a non-registered (or beneficial) Shareholder:

(1) BY PROVIDING VOTING INSTRUCTIONS TO YOUR INTERMEDIARY
OR THE COMPANY’S AGENT, COMPUTERSHARE.

Your Intermediary or Computershare (if the proxy is sent by the Company’s
agent, Computershare), is required to seek voting instructions from you in
advance of the Meeting. Accordingly, you will receive or have already received
either a request for voting instructions or a proxy form for the number of Limited
Voting Common Shares you hold.

Request from intermediary
If you receive the request for voting instructions or a proxy form from your

Intermediary, the procedures stipulated by the Intermediary should be carefully
followed by non-registered Shareholders to ensure that their Limited Voting
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Common Shares are voted at the Meeting. These procedures generally allow
voting by telephone, over the internet, by mail or by fax. If you have any
questions about these procedures, please contact your Intermediary directly.

Request from Computershare

If you receive the request for voting instructions or a proxy from the Company’s
agent, Computershare, you should follow the procedures stipulated by
Computershare to ensure that your Limited Voting Common Shares are voted at
the Meeting. You can vote by telephone, over the internet, by mail or by fax. If
you have any questions about these procedures please contact Computershare
directly at 1-877-982-8758.

NON-REGISTERED SHAREHOLDERS SHOULD NOT USE THE FAX NUMBER
PROVIDED IN SUBSECTION (d) ON PAGE 6 AS THIS NUMBER IS
RESERVED FOR REGISTERED SHAREHOLDERS.

(2) BY ATTENDING THE MEETING IN PERSON

If you wish to vote in person at the Meeting, insert your own name in the
space provided on the request for voting instructions or proxy form to
appoint yourself as proxy holder and follow the instructions of your
Intermediary or Computershare (if the proxy is sent by Computershare on
behalf of the Company). Do not otherwise complete the remainder of the form
as your vote will be taken and counted at the Meeting.

Non-registered Shareholders who appoint themselves as proxy holders should,
at the Meeting, present themselves to a representative of Computershare at the
table identified as “Beneficial Shareholders”.

Exercise of Discretion by Proxy Holders

The Limited Voting Common Shares in respect of which the persons named in the
enclosed form of proxy are appointed proxy holder will be voted or withheld from voting
in accordance with the instructions of the Shareholder appointing them on any ballot
that may be called for and, if the Shareholder specifies a choice with respect to any
matter to be acted upon, the Limited Voting Common Shares will be voted accordingly.

In the absence of such direction, such Limited Voting Common Shares will be
voted for:

(1)
(2)
(3)

the election of Jon K. Grant to the Company’s Board for a three-year term,
the election of Steven R. Mills to the Company’s Board for a one-year term,
the appointment of PricewaterhouseCoopers LLP as auditors until the

close of the next annual meeting and the authorization of the Directors to
fix their remuneration, and



(4) management proposals generally that may be submitted to a vote at the
Meeting or any adjournment or postponement thereof.

The enclosed form of proxy confers discretionary authority upon the persons
named therein with respect to amendments or variations to matters identified in
the Notice of Meeting, and with respect to other matters which may properly
come before such Meeting. At the date hereof, management of the Company knows
of no such amendment, variation, or other matters.

Limited Voting Common Shares and Principal Holders Thereof

The issued and outstanding capital of the Company as at December 21, 2005,
consisted of 45,372,620 Limited Voting Common Shares and 1,104,369 Series A
Convertible Preferred Shares. The Limited Voting Common Shares are the only class
of the Company’s shares entitled to be voted at the Meeting.

Unless otherwise indicated, every question coming before the Meeting shall be
determined by the majority of votes duly cast on the question.

As at December 21, 2005, to the knowledge of the management of the Company, the
only person owning beneficially or exercising control or direction over 10% or more of
the outstanding Limited Voting Common Shares was Archer Daniels Midland Company
(“ADM”) which, through its wholly-owned subsidiary, ADM Agri-Industries Company,
beneficially owns 10,618,435 Limited Voting Common Shares, or approximately 23.4%
of the issued and outstanding Limited Voting Common Shares. The Company
completed an offering of $105 million aggregate principal amount of 9% Convertible
Unsecured Subordinated Debentures (the “Debentures”) on November 27, 2002. ADM
Agri-Industries Company purchased $45 million aggregate principal amount of the
Debentures under the offering pursuant to its existing pre-emptive rights described
under “‘Business of the Meeting-Composition of the Board-Agreements with ADM”.
Assuming conversion of all of the Debentures into Limited Voting Common Shares,
ADM would beneficially own approximately 28% of the outstanding Limited Voting
Common Shares of the Company.

BUSINESS OF THE MEETING

Election of Directors

The first two items of business at the Meeting are the election of one Non-Member
Director for a three-year term and the election of one Non-Member Director for a one-
year term. Under its governing legislation, the Company has both Members and
Shareholders. Members are farming customers of Agricore United who, through a
system of delegate voting, are entitled to elect 12 of the 15 Directors of the Company
(the “Member Directors”). These 12 Member Directors must be Members and
Shareholders of Agricore United and are elected by delegates representing the
Members at an Annual Meeting of Members. The remaining three Directors (the “Non-
Member Directors”), who cannot be Members of Agricore United, are elected by
Shareholders. Directors are elected for staggered three-year terms. On February 5,
2003, Mr. Jon Grant was elected as a Non-Member Director for a term of office
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scheduled to expire at the Meeting. On October 20, 2005, Mr. Paul Mulholiem, a Non-
Member Director and representative of ADM and whose term as Director was
scheduled to expire at the 2006 Annual Meeting of Shareholders resigned and
Steven R. Mills, Group Vice President and Controller of ADM was appointed as a
Director to fill the resulting vacancy (see “Composition of the Board-Agreements with
ADM” on page 11). On February 9, 2005, Mr. G. Allen Andreas was elected as a Non-
Member Director for a term of office scheduled to expire at the 2007 Annual Meeting of
Shareholders. As a result of the foregoing, one Non-Member Director is proposed for
election at the Meeting for a three-year term and one Non-Member Director is proposed
for election at the Meeting for a one-year term. The election of such Directors will be
determined by a majority of the votes duly cast.

Set forth below is the name of each of the Non-Member Director nominees proposed for
election this year, their respective municipality, province or state and country of
residence, principal occupation or employment during the past five years, all positions
and offices held with the Company, the number of Limited Voting Common Shares and
Series A Convertible Preferred Shares of the Company owned by the nominee or over
which control or direction is exercised and, if elected, the length of their proposed term
of office.

Name and Municipality, | Principal Positions Director Number of Number of Series | Term
Province or State and Occupation or and Since Limited Voting | A Convertible of
Country of Residence Employment Offices Common Preferred Shares Office
during past 5 Held with Shares directly or would
years Company directly or beneficially Expire
beneficiaily owned(1) (2)
owned(1)
Jon K. Grant Executive (see First Vice- Feb. 4,499 2008
Peterborough, Ontario, Bicgraphy of Chair & 5/03
Canada Mr. Grant in Director
Schedule A)
Steven R. Mills, Decatur, | Vice President | --- - 1 2008
IL, USA (3) and Controller,
ADM
(Agribusiness
Company)
(1 Based upon information provided by the nominees.
(2) The year listed is the financial year of the Company. The proposed directors' term of office will expire at the Annual
Meeting of Shareholders of the Company following the end of such financial year.
(3) Nominated pursuant to the Strategic Alliance Agreement with ADM described under “Composition of the Board-

Agreements with ADM".

Jon K., Grant

Mr. Grant was elected as a director of the Company at the 2002 Annual Meeting of the
Company and currently serves as First Vice-Chair of the Board. He was a board
member of the Company from 1993 to 1997.

Mr. Grant is currently the Chairman of CCL Industries Inc. and of Atlas Cold Storage
Income Trust. Mr. Grant has served on the boards of many Canadian companies.
Mr. Grant is the retired Chairman and CEO of Quaker Oats Company Limited, former
Chairman of the Board of Laurentian Bank of Canada, former Chairman of the Board of
Scott Paper Limited and former Chairman of the Board of Canada Lands Company
Limited, a commercial Federal Crown Corporation. Mr. Grant is an officer of the Order




of Canada. He is also the Chair of the Nature Conservancy of Canada and former
Chair of The Ontario Round Table on the Environment and Economy.

Mr. Grant is Honorary Governor and past Chair of the Board of Governors of Trent
University. He was Vice-Chair, Board of Governors of the international Development
Research Centre (IDRC) and was a Trustee of the World Wildlife Fund (Canada). As
well, he has served on the Agricultural Council of Ontario. Mr. Grant is a past Chair of
the Food and Consumer Products Manufacturers of Canada.

In 1990, he was honored with the Corporate Humanist Award by the Canadian
Federation of the Humanities for his speech titled “The Business of Protecting the
Environment™ and in the same year was awarded the “Knight of the Golden Pencil
Award’, the Food Industry's highest award for outstanding service. In 1991, Mr. Grant
received an Honorary Doctor of Laws Degree (LL.D.) from Trent University in
recognition of his contribution to the environment. He has a working knowledge of
French.

Mr. Grant is currently Chair of the Nominating and Governance Committee and currently
sits on the Audit and Executive Committees of the Company.

Steven R. Mills

Mr. Mills is a Group Vice President and the Controller of Archer Daniels Midland
Company, a global agri-business headquartered in Decatur, lllinois.

Mr. Mills holds a Bachelor of Science in Mathematics (Honours) degree from lllinois
College at Jacksonville, lllinois and is a certified public accountant. He was an
accountant in the Life Insurance Division of State Farm Insurance Company from 1977
until he joined ADM in 1979. Mr. Mills served in various senior treasury and accounting
positions with ADM, became Controller in October of 1994 and a Vice President in
2000. In January 2002 he assumed his current position as Group Vice President and
Controller.

Mr. Mills is @ member of the American Institute of Certified Public Accountants, the
lllinois CPA Society, Financial Executives International, and the Institute of
Management Accountants.

Mr. Mills also serves on the Board of Trustees of lllinois College, the Board of Directors
of Kirby Hospital, and the Board of Directors of Hickory Point Bank &Trust.

Composition of the Board

The Governing Act

The Company has a unique governance structure created by its incorporating
legislation, the United Grain Growers Act, Chapter C-59 of the Statutes of Canada,
1992 (the "Governing Act”). The Company’s Members, through a system of delegate
voting at an Annual Members’ Meeting, elect the Member Directors, being 12 of the 15
Directors of the Company from the Membership of the Company. The Non-Member
Directors, being the remaining three Directors, are elected by the Shareholders. The
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Limited Voting Common Shares are the only class of securities eligible to vote in
respect of the election of Non-Member Directors and accordingly represent 100% of the
aggregate voting rights in respect of the election of Non-Member Directors. All
members of the Board are independent (as defined in the Guidelines (defined under
“Corporate Governance Practices-Corporate Governance Guidelines”)).

The Chief Executive Officer is an ex officio member of the Board and except for in
camera portions of Board meetings held independently of management, attends all
Board meetings.

Agreements with ADM

Although ADM does not have the ability to elect a majority of the Directors, ADM
currently beneficially owns approximately 23.4% of the outstanding Limited Voting
Common Shares and, assuming conversion of all of the Debentures into Limited Voting
Common Shares, would beneficially own approximately 28% of the outstanding Limited
Voting Common Shares of the Company. The Strategic Alliance Agreement entered
into by the Company and ADM on May 29, 1997 was amended in 2001 in connection
with the combination of the business operations of the Company and Agricore
Cooperative Ltd. which was effective November 1, 2001 (the “Merger”). ADM and the
Company entered into an agreement on the effective date of the Merger that prohibited
ADM from increasing its shareholdings above 25 percent for three years. This
prohibition expired on November 1, 2004. ADM is prohibited from owning more than
45% of the Company’s Limited Voting Common Shares, unless it makes a take-over bid
to acquire all the Company’s Limited Voting Common Shares. ADM has a pre-emptive
right to maintain its proportionate shareholding if the Board decides to issue additional
Limited Voting Common Shares to raise capital. In such a case, ADM has a first right to
buy the shares, subject to the 45% maximum limit, in its shareholding level.

ADM has also agreed that if a third party makes a proposal to acquire the Company or
all or substantially all of its assets that has been accepted or recommended by the
Board of Directors of the Company, ADM will be required to vote or tender its Limited
Voting Common Shares in favour of or into that proposal, unless ADM makes a
proposal to the Company that the Board of Directors of the Company has determined is
more favourable than the proposal made by the third party. The agreement also
provides that ADM will continue to be entitled to nominate two representatives to the
Company’'s Board of Directors, as long as it owns at least 15 percent of the Company,
and one nominee if it owns less than 15 percent of the Company but is still the largest
single shareholder.

Information Respecting the Board of Directors

Set forth below are the names of the current Member and Non-Member Directors on the
Board, their municipalities, province or state and country of residence, their position with
the Company, their principal occupations or employment during the past five years, their
shareholdings, the year since each Director has continually served as a Director of the
Company and the length of his or her remaining term of office. The biographies of the
Directors outlining their background and experience may be found in Schedule A.
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(1END(T)
Nipawin, SK, CAN

Director

Name and Position Principal Limited Serjes “A” Principal Period(s) as Term of
Municipality, Province | and Offices Occupation or Voting Convertibie | Amount of a Director Office
or State and Country held with the Employment Common Preferred Debentures (10) Expires
of Residence Company during the past | Shares Shares Directly or (11)

5 years Directly or Directly or Beneficially

Beneficially | Beneficially | Owned (8)
Owned (8) Owned (8)

G. Allen Andreas (2)(9) Director Chairman and 1 - -- | since 2002 2007
Decatur, IL, USA Chief Executive,

ADM

(Agribusiness

Company)
Hugh F. Drake Director Farmer 10,454 5 $70,000 | since 2001 2005
@GN
Elkhorn, MB, CAN
Wayne W. Drul (1)(4)(7) | Chair & Director Farmer 7,815 218 $2,000 | since 1994 2007
Qakburn, MB, CAN
Jon K. Grant First Vice-Chair Executive 4,499 - -- | 1993-1997 2005
(M(2)(4)() & Director and
Peterboraugh, ON, subsequently
CAN since 2002
Brett R. Halstead Director Farmer 6,390 7 -~ | since 2002 2005
(5)(6)(7)
Nokomis, SK, CAN
Alanna L. Koch (2)(4)(7) | Director Executive and 4,409 - -~ | since 2002 2005
Edenwold, SK, CAN Self-Employed

Agricultural

Consultant
Maurice A. Lemay Vice-Chair AB & | Farmer 8,862 637 -~ | since 1994 2006
(1)(3)(B)(7) Director
Tangent, AB, CAN 1
Donald W. Lunty Director Farmer 11,087 - $10,000 | since 2001 2007
@)X
Forestburg, AB, CAN
Jeffrey E. Nielsen Director Farmer 3,380 43 --- | since 2004 2007
(5HE)T)
Olds, AB, CAN
Paul Orsak Director Farmer 3,450 7 --- | since 2003 2006
3N6)(T7)
Binscarth, MB, CAN ‘
Robert D. Pettinger Vice-Chair MB Farmer 8,472 - -~ | since 2001 2007
(NEBN4)T) & Director
Eigin, MB, CAN :
Ernest J. Sirski (2)(6)(7) | Director Farmer 7,830 1 $20,000 | since 1993 2006
Dauphin, MB, CAN
James M. Wilson Director Farmer 8,651 --- —~- | since 2001 2006
(2B
Darlingford, MB, CAN
Terry V. Youzwa Vice-Chair SK & Farmer 8,469 72 $37,000 | since 1990 2005

Notes:

(1) Member of the Executive Committee.
(2) Member of the Audit Committee.
(3) Member of the Compensation and Pension Committee.
(4) Member of the Nominating and Governance Committee,
(5) Member of the Risk Review Committee.
(6) Member of the Member and Community Relations Committee.
(7) Member of the Agricultural Policy Committee. .
(8) Based upon information provided by each Director. Mr. Andreas is a representative of ADM and as such holds only one
qualifying Limited Voting Common Share in the Company.
Directors’ Share Compensation Plan are issued to ADM Agri-industries Company, a wholly-owned subsidiary of ADM, the
Shareholder he represents. All Directors are required to hold at least one Limited Voting Common Share.
(9) Non-Member Director.

Unless otherwise indicated, all other Directors are Member Directors.
Mr. Mulhollem'’s resignation on October 20, 2005, there is currently a vacancy in respect of one Non-Member Director.

Limited Voting Common Shares for his fees under the

As a result of

(10) The year listed is the financial year of the Company. The Director was elected at the Annual Members’ Meeting or Annual
Shareholders’ Meeting of the Company following such financial year, as applicable. Messrs. Drake, Lunty, Pettinger and
Wilson became Directors in the 2001 financial year as a result of the Merger but had served various terms as Directors of
Agricore Cooperative Ltd. prior to the Merger.

(11) The year listed is the financial year of the Company. The Director's term will expire at the Annual Members’' Meeting or
Annual Shareholders’ Meeting of the Company following such financial year, as applicable.
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Directorships in other Public Companies and Biographies of Directors

Certain of the Directors serve as directors on boards of other public companies.
Mr. Grant serves on the board of Atlas Cold Storage Income Trust and CCL Industries
Inc. Mr. Andreas serves on the board of ADM and GRUMA S.A. de C.V.

Biographies of the Directors may be found in Schedule A.
Meeting Attendance

The following tables present information concerning meetings of the Board and
Committees of the Board and Director attendance at such meetings for the financial
year ended October 31, 2005. The overall 2005 financial year attendance record by
Directors at Board meetings was approximately 95% and at Committee meetings was
approximately 97%. The Directors meet independently of management on a regular
basis and did so at all of its regularly scheduled quarterly board meetings in the 2005
financial year.

- Summary of Board and Committee Meetings Held
For the financial year ended October 31, 2005

Board of Directors 9
| Agricultural Policy Committee 6
Audit Committee 4
Compensation and Pension Committee 5
Risk Review Committee 4
Executive Committee 2
Nominating and Governance Committee 3
Member and Community Relations Committee 4
Summary of Attendance of Directors
For the financial year ended October 31, 2005
Director Board meetings Committee meetings
attended attended
G. Allen Andreas 70f9 20f4
Hugh F. Drake 90of9 15 0f 15
Wayne W. Drul 9of9 8 of 87
Jon K. Grant 70f9 8 of 9
Brett R. Halstead 90of9 14 of 14
Alanna L. Koch 9of 9 13 0f 13
Maurice A. Lemay 90of9 17 of 17
Donald W. Lunty 90of 9 15 of 15
Paul B. Mulhollem® 70f9 40f5
Jeffrey E. Nielsen® 70f7 11 of 11
Paul Orsak 9of 9 14 of 14
Robert D. Pettinger 9of9 15 of 16
Ernest J. Sirski 8 of 9 14 of 14
James M. Wilson 90of9 14 of 14
Terry V. Youzwa 90of9 15 of 15
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Notes:

(1) Mr. Drul's attendance as presented is only in relation to meetings of the Agricultural Policy, Nominating and Governance
and Executive Committees of which he is an official member and does not include his attendance at meetings of all other
Committees.of which is an ex officio member.

(2) Mr. Mulhollem resigned as a Director on October 20, 2005 and his attendance as presented is only in relation to Board
meetings and Committee meetings he was eligible to attend up to the time of his resignation.

(3) Mr. Nielsen was elected to the Board in February 2005 and attended all 18 Board and Committee meetings after his
election.

Compensation of Directors

Directors of the Company are compensated through the payment of an annual retainer
plus other fees payable in cash and through the issuance of Limited Voting Common
Shares under the Directors’ Share Compensation Plan.

During the 2005 financial year, Directors of the Company were each entitled to an
annual fee of $20,000 plus an annual promotion allowance of $300. Directors who also
serve as First Vice-Chair or Provincial Vice-Chairs were each entitled to an additional
annual fee of $1,500.

All Directors also receive a fee of $1,000 for each meeting of the Board of Directors
attended in person and $500 for each meeting attended by conference call. Directors
(other than Committee Chairs) receive $500 for each committee meeting attended in
person or by conference call. ‘The Chair of each Board Committee receives $1,000 for
each meeting attended in person or by conference call. The Directors are also paid a
per diem fee of $500 for attending Company-related business functions and $500 for
each travel day for any committee meeting attended that is not held in conjunction with
a Board meeting. Members of any special Committee of the Board are paid $1,000 for
each meeting attended in person or by conference call.

The Directors are required to receive a portion of their compensation through the
Directors’ Share Compensation Plan (the “DSCP”) pursuant to which the Company pays
its Directors a minimum of 25% and (at the option of the Director) up to a maximum of
50% of their annual compensation through the issuance from treasury of Limited Voting
Common Shares. Directors may opt out of participation in the DSCP once they own
(directly or indirectly) at least 7,500 Limited Voting Common Shares.

The Chair of the Board (the “Chair”’) does not provide full-time services and does not
receive Directors’ fees on the above basis. The Chair is paid an annual retainer of
$142,500 and is reimbursed for out of pocket expenses inciuding travel, meals and
accommodations and for maintaining an office in his home.

Excluding the annual compensation of $142,500 and $22,687 for out of pocket
expenses paid to the Chair, the directors were paid an aggregate of $680,960 in fees

and an aggregate of $248,048 in reimbursement of expenses in respect of the 2005
financial year.

Individual Director Compensation

The following table sets out all compensation paid to Directors, other than the Chair, for
the financial year ended October 31, 2005.
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Director Fees $
Ted Allen® 17,560
G. Allen Andreas® 27,500
Hugh F. Drake 52,500
Jon K. Grant 36,000
Brett R. Halstead 55,250
Alanna L. Koch 59,500
Maurice A. Lemay 61,250
Donald W. Lunty 50,000
Paul B. Mulhollem®® 27,500
Jeffrey E. Nielsen 30,250
Paul Orsak 43,000
Robert D. Pettinger 61,400
Ernest J. Sirski 45 500
James M. Wilson 54,000
Terry V. Youzwa 59,750
Notes:

(1) Mr. Allen retired from the Board in February 2005 and his fees are for the period November 1, 2004 to February 10, 2005.

(2) Under their empioyment arrangements with ADM, fees for Messrs. Andreas and Mulhollem were paid to the shareholder
they represent and not to them personally.

(3) Mr. Mulhollem resigned as a Director on October 20, 2005.

The Compensation and Pension Committee of the Board reviews, on an annual basis,
the compensation of Directors and the Board believes that its compensation policy is
consistent with the responsibilities and risks involved in participating as effective
Directors. ~

Directors’ and Officers’ Insurance

Directors and officers of the Company are indemnified by the Company under the
Company’s By-laws to the extent permitted by law. The Company has purchased
insurance for its Directors and officers. The policy limit of the insurance during the 2005
financial year was $50,000,000 subject to a deductible of $500,000. The aggregate
premium for the insurance which is paid by the Company was $345,229 for the 2005
financial year.

Corporate Governance Practices
Corporate Governance Guidelines

Good corporate governance is important to the Company, its Shareholders, Directors,
senior management and employees. The Board of Directors and senior management
have been closely following the developments in corporate governance requirements
and best practices in Canada. As these requirements and practices have evolved, the
Company has responded, and intends to continue to respond, in a positive and
proactive way.

On June 30, 2005, National Policy 58-201 Corporate Governance Guidelines (the
“Policy”) and National Instrument 58-101 Disclosure of Corporate Governance Practices
(the “Instrument’) came into force. The Policy sets out corporate governance guidelines
(the “Guidelines”) in a number of areas of best practice and the Instrument requires
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public companies to describe certain aspects of their corporate governance practices in
relation to the Guidelines in their information circulars.

Other than as limited by its Governing Act, its strategic alliance with ADM and in respect
of the identification and nomination of Member Directors, the Company conforms to all
of the Guidelines. Under its strategic alliance with ADM, ADM is presently entitled to
nominate two Non-Member representatives to the Company’s Board of Directors (see
“‘Composition of the Board-Agreements with ADM”). The identification and
recommendation for nomination of the other Non-Member Director is the responsibility
of the Board upon recommendation of the Nominating and Governance Committee (see
“Committees of the Board-Nominating and Governance Committee”).

Additionally, as part of the Company’s unique heritage, Member Directors are
nominated by Members through the delegate voting system at the Annual Members’
Meeting independently of influence from the Nominating and Governance Committee,
the Board or management except that Member Directors may participate in the
nomination process in their capacity as Members. As part of this process, the
Nominating and Governance Committee ensures that information is communicated to
Members respecting the duties and qualifications of potential Member Directors to
assist Members in determining whether they wish to seek nomination. A summary of the
Company’s approach to certain aspects of corporate governance is stated below.
Detailed information respecting the Company’'s corporate governance practices in
relation to the Guidelines is described in Schedule B.

Fundamental Objectives and Duties of the Board

The Board’s fundamental objective is to create value for the Shareholders of the
Company. The Board’s duties and responsibilities are all carried out in a manner
consistent with that fundamental objective.

The Board represents, and acts with a view to the best interests of, the Company and of
the Shareholders and Membership generally. The Board and its individual Directors do
not represent any specific constituency or interest group within the Shareholders or
Members of the Company or the communities in which it operates.

The principal duty and responsibility of the Board is its stewardship responsibilities
including overseeing the management of the Company. The day-to-day management
of the business and affairs is delegated by the Board to the Chief Executive Officer and
other executive officers.

Stewardship Responsibilities

The Board’s stewardship responsibility is to oversee the conduct of business, to provide
leadership and direction to its management, and to set policies. Through the Chief
Executive Officer, the Board sets standards of conduct, including the general moral and
ethical standards for the conduct of its business as a leading agricultural business.

The Board determines the powers and responsibilities of each Committee of the Board,
and reviews the authority and mandate of each Committee as it deems appropriate.
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Committees of the Board

The standing Committees of the Board during the 2005 financial year were the
Executive Committee; Nominating and Governance Committee; Agricultural Policy
Committee; Audit Committee; Compensation and Pension Committee; Risk Review
Committee; and Member and Community Relations Committee.

No Committee of the Board has autonomous authority and all must seek Board
approval prior to the implementation of any proposed action or recommendation.

All Committees of the Board are comprised of independent, non-management
Directors. The Chair is an ex officio member of all committees of which he or she is
not otherwise a member by the General By-law or appointment of the Board. Each of
the committees has adopted a written mandate. The full mandates of the Board
committees can be found on the Company’s website at www.agricoreunited.com under
the heading “Director Information”. The Board reviews its mandate and the mandates
of the Board Committees on a regular basis to determine what refinements, if any, are
required to align the mandates with appropriate corporate governance practices.

Subsequent to the end of the 2005 financial year, the Board determined that it would
reorganize its Committee structure to consist of only the Audit, Compensation and
Pension, Nominating and Governance and Risk Review Committees.

The roles and responsibilities of the standing committees in effect during the 2005
financial year are summarized as follows:

Executive Committee

The Executive Committee is comprised of the Chair of the Board as well as the First
Vice-Chair and three Provincial Vice-Chairs.

The Executive Committee meets and acts on an as required basis respecting urgent
matters on behalf of the Board of Directors between Directors’ meetings.

Audit Committee

The Audit Committee consists of four Member Directors and two Non-Member
Directors. All are independent from Agricore United’'s management. The Audit
Committee’s terms of reference are defined in a written charter established by the
Board of Directors. The charter was established in 1994 and is revised periodically as
required, most recently in June 2005. The Audit Committee meets at least quarterly to
discharge its responsibilities.

The Audit Committee has direct responsibility for and communication with the internal
and external auditors and meets in camera at least quarterly with the auditors and
management to discuss and review appropriate matters. The Audit Committee’s
responsibilities include reviewing interim and annual financial statements,
Management’s Discussion and Analysis, financial press releases and financial
information within any other published document and recommending to the Board their
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approval of ‘pujblic disclosure. During its review, the Audit Committee discusses the
financial information and accounting principles with management and the auditors.

Other Audit Committee responsibilities include overseeing and monitoring of: the
quality of internal controls and management information systems; changes in
accounting policy; the Company’s Code of Business Conduct; and Conflict of Interest
policies and programs. The Audit Committee also receives reports from management
regarding internal disclosure procedures and controls and the certification by the Chief
Executive Officer and Chief Financial Officer of interim and annual financial
statements.

Effective February 2005, the Audit Committee became responsible for the receipt,
retention, and treatment of complaints received by the Company regarding accounting,
internal accounting controls, or auditing matters, and the confidential anonymous
submission by employees of the Company of concerns, if any, regarding questionable
accounting or auditing matters.

For a copy of the Audit Committee’s charter and other disclosure relating to the Audit
Committee, including with respect to its composition, the relevant education and
experience of its members and the other information required pursuant to Multilateral
Instrument 52-110 - Audit Committees, please refer to the Company’s Annual
Information Form for the year ended October 31, 2005 under the heading “Audit
Committee Information”, which can be obtained from the Company upon request to its
Corporate Secretary or by accessing the SEDAR website at www.sedar.com.

Compensation and Pension Committee

The Compensation and Pension Committee is comprised of five Member Directors
and, until the resignation of Mr. Mulhollem on October 20, 2005, one Non-Member
Director.

The Compensation and Pension Committee’s purpose is to act in an advisory capacity
to the Board of Directors with regard to all employee compensation, benefits and
pension matters. In fulfilling this purpose, the Compensation and Pension Committee is
mindful of the Company’s need to recruit, retain and motivate employees and to
compensate employees on a pay-for-performance basis. This purpose is fulfilled by
ensuring the integrity of compensation, benefits and pension strategies, consistent with
other Company objectives and compliance with regulatory requirements.

Nominating and Governance Committee

The Nominating and Governance Committee is comprised of four Member Directors
and one Non-Member Director. All are independent from the Company’s
management. The Nominating and Governance Committee develops the Company’s
approach to governance issues in general and is responsible for establishing the
processes for assessing the effectiveness of the Board as a whole, the Committees of
the Board, and each individual Director.

The Nominating and Governance Committee identifies, recruits, nominates, endorses
and recommends appointment of new Non-Member Directors, other than the ADM

1
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nominees, is responsible for identifying and communicating to its Members, delegates
and other stakeholders the roles and responsibilities, skill sets and attributes of
potential Member Directors of the Company to assist Members in determining whether
they wish to seek nomination as Member Directors and ensures orientation programs
are in place for all new Directors and education programs are available to all Directors.

Risk Review Committee

The Risk Review Committee is comprised of five Member Directors. The Risk Review
Committee is responsible for ensuring that management has identified the principal
risks of the Company’s business and that appropriate systems are in place to manage
risks. :

In carrying out its responsibilities, the Risk Review Committee annually reviews the
“principal” risks to the Company and verifies that management has implemented
appropriate techniques to manage risks, ensures that the risk identification and
management process is consistent with the Company’s strategic and business plans,
and confirms that applied risk management processes are consistent with
regulation/legislation and with documented “best practices” for similar organizations.

Agricultural Policy Committee

The Agricultural Policy Committee is comprised of all Member Directors of the Board.
The purpose of the Agricultural Policy Committee is to advance and promote the
interests of Agricore United’s customers in agricultural policy areas that are in
alignment with and in the best interests of the Company and its Shareholders and
advise management on related issues. The Agricultural Policy Committee is guided by
the advice of the Company’s Members expressed in resolutions passed at the Annual
Members’ Meetings.

Member and Community Relations Committee

The Member and Community Relations Committee is comprised of five Member
Directors.

The Member and Community Relations Committee’s purpose is to oversee the
Company’s policies related to corporate giving, donations to industry and trade
organizations and Member scholarships; and to seek ways and means to enhance the
vital advisory role of Members and Delegates in the Company’s activities.

Board Approval of Management Action

Management of the Company has limited authority. Management requires prior Board
approval in respect of capital expenditures in excess of $1,500,000 and annual
operating budgets.

The Board develops with management the corporate objectives which the Chief

Executive Officer and management are responsible for meeting and reviews such
objectives on an ongoing basis. In addition, the Directors participate with management
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in strategic planning meetings to review and consider performance targets and
objectives. :

Board Effectiveness and Evaluation

The size of the Board is determined by the Governing Act and cannot be changed
without prior approval by the holders of at least 75% of the issued and outstanding
Limited Voting Common Shares and, after such approval, a petition to the Parliament
of Canada for an amendment to the Governing Act by Parliament.

The Nominating and Governance Committee of the Board is responsible for
assessment of Board, Committee and Director performance.

During the 2005 financial year, the Board conducted a formal Board and Committee
evaluation and engaged a professional consultant to facilitate a formal individual
Director peer assessment. The peer assessment required each Director to assess the
performance of himself or herself and each other Director by way of a detailed
questionnaire and assessment form. The results for an individual Director were
provided to the applicable Director and the Chair and First Vice-Chair who provided
feedback to that Director on the assessment results. Directors on the Nominating and
Governance Committee provided feedback to the Chair and First Vice-Chair on their
respective assessments.

The Board and Committee assessment process also included completion of a detailed
questionnaire and a written report to the Nominating and Governance Committee and
the Board in September 2005.

The Board is committed to continuing the evaluation process and implementing training
and development programs for the Directors to enhance its overall effectiveness. The
orientation program for new Directors and the education program for all Directors are
described below.

Director Orientation and Education

The Board has a formal comprehensive orientation program for new Directors. The
program includes meetings with the Chair and Vice-Chair of the Board and the Chair of
each Committee of the Board to receive an overview of Board functions, roles,
responsibilities  and expectations. Each new Director also meets with the Corporate
Secretary and the Vice President Corporate Affairs and General Counsel who provide
an overview of the duties and responsibilities of a director of a public company,
including a description of the duties of Directors, corporate governance and potential
statutory liabilities. New Directors also meet with the Chief Executive Officer and Chief
Financial Officer and the Vice Presidents of the operating divisions to receive an
overview of the Company’s operations and finances as well as each division and its
operations, staff and facilities. Meetings are held as well with the Vice President
Corporate Finance and Investor Relations and the Director Corporate Audit Services
who provide an overview of the Company’s financial reporting structure and internal
control systems.
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The Company has a formal comprehensive Director education program. The purpose
of the program is to provide education, training and development and experience for
Company Directors, both individually and collectively, with the goal of enabling Directors
to better and more effectively fulfill their responsibilities as Directors of the Company.
The program includes both external education through professional director
development programs, seminars and conferences, membership in the Institute of
Corporate Directors and internal education by Company employees through special
seminars developed for the entire Board on specific areas of education.

External Advice for the Board

In certain circumstances it may be appropriate for an individual Director to engage an
outside professional advisor at the expense of the Company. The engagement of the
outside advisor would be subject to the approval of the Board acting in discharge of its
duties to manage corporate governance matters.

Indebtedness of Directors, Executive Officers and Employees

During the 2005 financial year and as of the date of this Circular, there was no
indebtedness owing to the Company or any of its subsidiaries by any officer, Director,
employee or former officer, Director or employee of the Company or any of its
subsidiaries, by any proposed nominees for Non-Member Directors of the Company, or
by any associate of any such person nor was any indebtedness of any such person the
subject of a guarantee, support agreement, letter of credit or other similar arrangement
or understanding by the Company or any of its subsidiaries, other than routine
indebtedness.

Interest of Directors, Officers, Principal Shareholders and Others in
Material Transactions

The management of the Company is not aware of any material interest, direct or
indirect, of any Director or executive officer of the Company, any Shareholder owning
more than 10% of the issued and outstanding Limited Voting Common Shares, any
Director or executive officer of such Shareholder or any subsidiary of the Company, the
proposed nominees for election as Non-Member Directors of the Company, or any
associate or affiliate of any such person in any transaction since November 1, 2004 or
in any proposed transaction which in either case has materially affected or will
materially affect the Company or its subsidiaries.

Appointment and Remuneration of Auditors

The third item of business at the Meeting is the appointment and remuneration of the
Company’s auditors. The auditors of the Company are PricewaterhouseCoopers LLP,
Chartered Accountants. Unless such authority is withheld, the persons named in the
accompanying proxy intend to vote for the appointment of PricewaterhouseCoopers
- LLP as auditors of the Company to hold office until the close of the next Annual Meeting
of Shareholders and for the authorization of the Directors to fix the remuneration of such
auditors. PricewaterhouseCoopers LLP or its predecessors were first appointed as
auditors of the Company on September 1, 1928. A resolution appointing the auditors
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and authorizing‘the Directors to fix such remuneration must be passed by a majority of
the votes cast by the Shareholders represented in person or by proxy at the Meeting.

For the financial years ended October 31, 2005 and October 31, 2004,
PricewaterhouseCoopers LLP received the following fees:

Financial year ended October 31,
B 2005 2004
| $ 3
Audit Fees ‘ 465,000 444 000
Audit Related Fees 119,000 92,000
Tax Fees 37,000 8,000
All Other Fees 34 000 15,000

PricewaterhouseCoopers LLP provided the following audit services in the 2005 and
2004 financial years: (i) audit of the annual consolidated financial statements of the
Company for the financial years ended October 31, in each such financial year; and (ii)
review of the interim financial statements of the Company included in the quarterly
reports for the periods ended January 31, April 30 and July 31, in each such financial
year.

PricewaterhouseCoopers LLP provided the following audit related services in the 2005
and 2004 financial years: (i) expert opinions in support of audit procedures such as
evaluation of management’s assessment of impairment of goodwill and other intangible
assets; and (ii) special reports to third parties; (iii) audit of the financial statements of
Cascadia Terminal (which is 50% owned by the Company) for the year ended August
31, 2005 and the financial statements of XCAN Far East Ltd. (which is 100% owned by
the Company) for the year ended October 31, 2005; (iv) expert opinions on the adoption
of various accounting policies; and (v) expert opinions in support of audit procedures.

PricewaterhouseCoopers LLP provided the following tax related services in the 2005
and 2004 financial years: (i) tax compliance reviews; (ii) tax planning; and (iii) review
opinions on exposure or liability with respect to specific transactions.

PricewaterhouseCoopers LLP also provided services respecting certain aspects of the
Company’s business and operations that were not subject to audit procedures in the
2005 and 2004 financial years, including: the provision of operational audits
(ISO/HACCP).

All non audit services provided by PricewaterhouseCoopers LLP were in accordance
with the independence rules of the Canadian Institute of Chartered Accountants.

Approval \Pdlicy for External Auditor Services

The Audit Committee reviews and recommends to the Board the external auditors to be
nominated for appointment at the Annual Meeting of Shareholders. In addition, the
Audit Committee recommends to the Board the basis and amount of the external
auditors’ fees to conduct the external audit and associated services.
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The Audit Committee ensures the independence of its auditors on an on-going basis
including pre-approval of engagements for services of its external auditors. The Audit
Committee meets with the external auditors and management to review and approve
the scope and audit plan prior to commencement of the audit for each current financial
year.

The Audit Committee has adopted a formal policy regarding the pre-approval of all non-
audit services to be provided by the external auditor prior to commencement of the
engagement, subject to the following:

- between regularly scheduled Audit Committee meetings or in the absence of
a special meeting convened by the Chair of the Audit Committee, the Audit
Committee has delegated to the Chair of the Audit Committee the authority to
pre-approve individual non-audit service engagements with an expected cost
of up to $50,000 subject to reporting to the Audit Committee, at its next
scheduled meeting, all engagements where such pre-approval was granted;
and

- the Audit Committee has delegated to management the authority to engage
tax services with an expected cost of up to $50,000 in aggregate without pre-
approval of the Audit Committee or Chair of the Audit Committee as
applicable.

Management and the external auditors are required to report quarterly to the Audit
Committee on all services provided by the auditors and fees paid or accrued for in the
financial year to date. All fees paid to the external auditors for 2005 and 2004 were
approved in accordance with these policies.

The Company has established a policy regarding the hiring of current or former
employees of the external audit firm. This policy permits the Company to hire current
and former employees of the external audit firm so long as the external auditor's
independence is maintained, conflicts of interest do not exist and the hiring is properly
approved.

The policy stipulates that certain employees of the external audit firm, depending on
their position and role in the audit of the Company’s financial statements, may be
employed in financial management with the Company only after a period of one or two
years following their participation in the audit.

Employment in financial management positions by the Company of certain former
employees of the external audit firm requires pre-approval by the Chief Executive
Officer and Chief Financial Officer.

Management provides an annual report to the Audit Committee identifying any former
employees of the external audit firm who have been employed by the Company during
the year and confirmation that external auditor independence has not been
compromised.

-23-



EXECUTIVE COMPENSATION

The following tables set forth information concerning the annual and long-term
compensation earned for services rendered during each of the last three financial years
by the Chief Executive Officer and Chief Financial Officer of the Company and each of
the other four (4) most highly compensated executive officers of the Company (the
“named executive officers”), including grants of stock options to the named executive
officers under the Company’s Executive Stock Option Plan, details of all exercises of
options by named executive officers of the Company during the 2005 financial year and
the financial year-end number and value of unexercised options on an aggregate basis.

Summary Compensation Table

Name and Principal Financial Annual Compensation Long-Term All Other
Position (1) Year Compensation Compensation ($)(6)
Salary Bonus Other Annual Securities under
(8) ($1(2) Compensation Options (#)(4)(5)
($)G)
Brian Hayward, 2005 | 756,330 14,139 50,000 75,633
Chief Executive Officer 5004 | 737.779 — 50,000 73.779
2003 | 625,000 | 125,000 - - 30,228
Peter G. M. Cox, 2005 | 413,870 8,663 20,000 41,387
Chief Financial Officer 2004 | 400,538 — — 20,000 20,054
2003 | 275,000 55,000 - - 13,300
Ron Enns, 2005 | 373,732 11,436 10,000 37,732
Senior Vice President 2004 | 340,520 10,000 34.052
2003 | 265,000 53,000 - --- 12,816
Brad Vannan, 2005 | 352,063 13,068 10,000 35,206
Vice President 2004 | 340520 10,000 34,052
Merchandising &
Transportation Logistics 2003 | 265,000 53,000 --- - 12,816
Bill McGill, 2005 | 348,708 8,168 10,000 34,871
Vice President 7004 | 340,520 10,000 34.052
Livestock Services
} 2003 | 265,000 53,000 --- - 12,816
Harold Schmaltz, 2005 | 348,708 8,168 10,000 34,871
Vice President
Crop Production 2004 | 340,520 - --- 10,000 34,052
Services 2003 | 285,000 53,000 - - 12,816
Notes:

M

White disclosure in this table under applicable legislation is required for the Chief Executive Officer (‘CEQ”") and
Chief Financial Officer (“CFQ”) and each of the other three most highly compensated executive officers, disclosure
is provided for the CEO and CFO and four other most highly compensated executive officers because two of those
other executive officers received the same amounts of salary, bonus and options in the most recently completed
financial year.

The amounts in this column for 2005 are payments to the named executive officers under the Incentive Payment
Plan (see "Material Features of Non-Equity Compensation Plans-Incentive Payment Plan” on page 34).

Other annual compensation to each of the named executive officers in each of the financial years shown did not
exceed $50,000 and 10% of such named executive officer's aggregate salary and bonus for such financial year.
2003: There were no options granted relating to the financial year ended October 31, 2003. 2004: Options were
granted on March 18, 2004. These options vest as to 1/5" per year on each of March 18, 2004, March 18, 2005,
March 18, 2006, March 18, 2007 and March 18, 2008. 2005: Options were granted on November 1, 2004. These
options vest as to 1/5™h per year on November 1, 2004, November 1, 2005, November 1, 2006, November 1, 2007
and November 1, 2008.

In its 2004 Management Proxy Circular, the Company included a column in the Summary Compensation Table (the
‘2004 Table") under the heading Long-Term Compensation disclosing Restricted Stock Units (‘RSUs") which had
been notionally set aside for the named executive officers identified in the 2004 Table (the “2004 Named Executive
Officers”). The amounts disclosed in the column under RSUs in the 2004 Table represented the notional value for
the RSUs which had been notionally set aside for the 2004 Named Executive Officers. The implementation of a
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plan whereby such RSUs would have been granted o the 2004 Named Executive Officers was subject to the
receipt of a favourable tax ruling from Canada Revenue Agency (“CRA”).
A tax ruling from Canada Revenue Agency was not obtained until July 13, 2005. As a result of that ruling, the
Board determined:
(a) any RSUs notionally set aside for executives of the Company in the 2004 financial year of the Company
would be cancelled; and
(b) a plan consistent with the tax ruling from CRA and under which RSUs would be granted would only
become effective November 1, 2005.
As a result, there were no RSUs granted in respect of the 2004 financial year or the 2005 financial year and the
information for RSUs notionally set aside and their notional value for the 2004 financial year has been deleted from
the Summary Compensation Table.
The amounts in this column for the 2003 and 2004 financial years are the annual contributions by the Company to
the named executive officers’ defined contribution plan and/or supplementary retirement plan. The supplementary
retirement plan for executives was discontinued in the 2004 financial year and amounts in this column for 2005 are
the annual contributions by the Company to the named executive officers’ defined contribution plan and a cash
amount in lieu of the contributions to a supplementary retirement plan.

Options Grants During the Financial Year Ended October 31, 2005

Name Securities, Under Percent of Total Exercise Price Market Value of Expiration Date
Options {#){1) (2) Options Granted to {$/Security) Securities
Employees in Underlying
Financial Year Options on the
Date of Grant
($/Security)
Brian Hayward, 50,000 30 7.64 7.64 November 1, 2014
Chief Executive
Officer )
Peter G. M. Cox, 20,000 12 7.64 7.64 November 1, 2014
Chief Financial
Officer
Ron Enns, Senior 10,000 6 7.64 7.64 November 1, 2014
Vice President
Brad Vannan, Vice 10,000 [ 7.64 7.64 November 1, 2014
President
Merchandising &
Transportation
Logistics
Bill McGill, Vice 10,000 B 7.64 7.64 November 1, 2014
President Livestock
Services
Harold Schmaltz, 10,000 6 7.64 7.64 November 1, 2014
Vice President Crop
Production Services

Notes:

(1) The securities underlying the options are Limited Voting Common Shares of the Company.
(2) The options granted vest as to 1/5" per year on each of November 1, 2004, November 1, 2005, November 1, 2008,
November 1, 2007 and November 1, 2008. Other material terms of the options are described under "Material Features of
Equity Compensation Plans-Executive Stock Option Plan” on page 32. '
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Aggregated Option Exercises and Year End Option Values for the
Financial Year Ended October 31, 2005

Name

Securities Acquired
on Exercise (#)

Aggregate Value
Realized ($)

Unexercised Options
at Financial Year-End
(#} (Exercisable/
Unexercisable)

Value of In-the-Money
Options at Financial
Year-End (1} ($)
{Exercisable/

Unexercisable)

Brian Hayward, Chief - 135,951/82,886
Executive Officer
Peter G. M. Cox, Chief 54,841/32,252

Financial Officer

Ron Enns, Senior Vice --- - 41,164/18,098 -

President

Brad Vannan, Vice - --- 33,392/18,098 ~---
President
Merchandising &

Transportation Logistics

Bill McGill, Vice 37,097/18,098
President Livestock

Services

Harold Schmaltz, Vice - - 22,392/18,098
President Crop

Production Services

Notes: :

(1) “In-the-Money” is determined by the market value of underlying securities at financial year end minus the exercise price.
Market value is based on the closing price of the Limited Voting Common Shares on the Toronto Stock Exchange (“TSX")
on October 31, 2005 of $7.10.

Named Executive Officers Employment Arrangements
Employment Agreements

Each of the named executive officers has a written employment contract. The
employment contract outlines the general terms of the named executive officer’s

employment with the Company including:

- positibn with the Company;

- base salary;

- entitlement to participate in the Incentive Payment Plan;

- entittement to participate in the Executive Stock Option Plan and the
Restricted Stock Unit Plan effective November 1, 2005;

- stock ownership guidelines; and

- benefit entitlements.

The base salary, payments under the Incentive Payment Plan and options granted
under the Executive Stock Option Plan to the named executive officers are set out in the
Summary Compensation Table on page 24. Details of the Executive Stock Option Plan
are set out under “Material Features of Equity Compensation Plans-Executive Stock
Option Plan” on page 32. Details of the Restricted Stock Unit Plan and Incentive
Payment Plan are set out under “Material Features of Non-Equity Compensation Plans”
on pages 33 and 34, respectively.

Subject to the: named executive officers being eligible to participate in the Incentive
Payment Plan, Executive Stock Option Plan and Restricted Stock Unit Plan, they are
generally subject to the same employment policies that affect all employees of the
Company.
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Required Share Ownership Level

Each of the named executive officers is required to own a minimum number of Limited
Voting Common Shares. In the case of the Chief Executive Officer, the level is set at
185,000 Limited Voting Common Shares, in the case of the Chief Financial Officer, at
60,450 Limited Voting Common Shares, in the case of the Senior Vice President, at
60,000 Limited Voting Common Shares and in the case of all other named executive
officers at 51,300 Limited Voting Common Shares. Named executive officers are
expected to achieve their respective share ownership levels by the end of the 2011
financial year.

As a term of employment, participants under the Incentive Payment Plan or Restricted
Stock Unit Plan who are paid any amount under either of such plans at a time when the
participant’'s share ownership level is not met, are required, within a period of six
months from the date of receiving an amount under the Incentive Payment Plan or
Restricted Stock Unit Plan, to use the after tax amount to acquire Limited Voting
Common Shares on the TSX. The Company reimburses the participant for any
brokerage fees or commissions incurred by the participant to acquire such Limited
Voting Common Shares.

In addition, as a term of employment, named executive officers who exercise options
under the Executive Stock Option Plan at a time when their respective share ownership
level is not met and sell any Limited Voting Common Shares issued as a result of
exercising such options are required to use the after tax gain from the sale of any such
Limited Voting Common Shares to acquire Limited Voting Common Shares on the TSX.

Company Pension Plans
Defined Contribution Pension Plan

The Company’s Defined Benefit Pension Plan was converted to a Defined Contribution
Pension Plan effective January 1, 1999. The Defined Contribution Pension Plan
provides pension arrangements under which the contribution rates of the employer and
employee are specified in advance and the benefits to be received by the plan member
are calculated based on the total of the accumulated contributions and the investment
returns on the accumulated contributions at the date of retirement or termination.

The pension benefit that employees had earned up to and including December 31, 1998
under the Defined Benefit Pension Plan was automatically vested and locked-in for
employees who were still actively employed by the Company on January 1, 1999. Each
employee was given the option to either retain the benefit earned to the end of 1998 as
a monthly pension payable at retirement or to convert it to a lump sum amount. If he or
she chose to convert to a lump sum amount, this amount, plus interest to the date of
transfer, was transferred to his or her account under the Defined Contribution Pension
Plan, to be invested as he or she directs along with all other funds contributed to the
employee’s account.

A Defined Benefit Pension Plan remains in place for retirees and a finite group of
members who did not elect to convert to the Defined Contribution Pension Plan. None
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of the named executive officers participate in the Company’s Defined Benefit Pension
Plan. ‘

All of the named executive officers participate in the Defined Contribution Pension Plan.
Agricore Defined Benefit Pension Plans

Although none of the named executive officers participates in or are members of the
Company’s Defined Benefit Pension Plan, one of the named executive officers is a
member of two: defined benefit plans (the “Agricore DB Plan” and the “Agricore Senior
Officers DB Plan” respectively) of Agricore Cooperative Ltd. (“Agricore”) which was a
subsidiary of the Company until Agricore was wound up on November 1, 2003.

The Agricore DB Plan provides for pensions at normal retirement dates based upon
final average earnings to a maximum, for 2005, of $128,964. This maximum amount is
subject to change every calendar year in accordance with the Yearly Maximum
Pensionable Earnings determined under the terms of such retirement plan and CRA
maximum pension benefit rules. The normal retirement date is age 65 and final
average is based upon 1/60th of total earnings in the 60 month period in which such
participant's earnings were highest in the 120 months of employment preceding
retirement date or date of employment termination.

Remuneration YEARS OF SERVICES ‘
15 20 25 30 35
$128,964 $30,000 $40,000 $50,000 $60,000 $70,000

The table above reflects the annual benefits payable under the Agricore DB Plan to
employees of the Company who remain participants in that plan for the various
earnings/service combinations shown. This table applies to employees 60 years of age
and over. The benefits do not include payments from the Canada Pension Plan or Old
Age Security and such payments are not deducted from the pension benefit payments.

No further contributions are being made by the Company or the named executive officer
who is a member of the Agricore DB Plan to the Agricore DB Plan. Such named
executive officer has reached the maximum pensionable salary level set out above and
upon retirement will be entitled to the maximum annual benefit under the Agricore DB
Plan as set out in the table above based on years of service.

The Agricore Senior Officers DB Plan provides for pensions at normal retirement date
based upon final average earnings to a maximum, for 2005, of $100,000. This
maximum amount is subject to change every calendar year in accordance with the CRA
maximum pension benefit rules. Normal retirement date is age 65 and final average is
based upon 1/36" of total earnings in the 36 consecutive months in which such
member's earnings were the highest in the last 120 months of credited service
preceding retirement date or date of employment termination.

Remuneration YEARS OF SERVICES
15 20 25 30 35
$100,000 ‘ $30,000 $40,000 $50,000 $60,000 $70,000

-28 -




The table above reflects the annual benefits payable under the Agricore Senior Officers
DB Plan to participants in that plan for the various earnings/service combinations
shown. This table applies to employees 62 years of age and over. The benefits do not
include payments from the Canada Pension Plan or Old Age Security and such
payments are not deducted from the pension benefit payments.

No further contributions are being made by the Company or named executive officer to
the Agricore Senior Officers DB Plan. Such named executive officer has reached the
maximum pensionable salary level set out above and upon retirement will be entitled to
the maximum annual benefit under the Agricore Senior Officers DB Plan as set out in.
the table above based on years of credited service.

Equity Compensation Plan Information

The following table provides information covering the Company’s equity compensation
plans. Information is provided as of the date of this Management Proxy Circular.

Plan Category (a) (b) (©)
Number of securities to be Weighted-average exercise Number of securities
issued upon exercise of price of outstanding options, remaining available for future
outstanding options, warrants warrants and rights issuance under equity
and rights $) compensation plans (excluding
(# securities reflected in
column(a))
#

Equity compensation plans
approved by security holders 1,057,588 (2) 9.53 (2) 267,244 (3)
(Directors’ Share
Compensation Plan and
Executive Stock Option Plan)

Equity compensation plans
not approved by security N.A. (4) N.A. (4) 505,839

holders (Employee Share :
Purchase Plan) (1)

Total 1,057,586 773,183

Notes:

(1) The Employee Share Purchase Plan text was not approved by Shareholders but the number of Limited Voting Shares
reserved for issuance under that plan was approved by Shareholders in November 1997.

(2) The numbers refer to Limited Voting Common Shares to be issued and the weighted average exercise price of
outstanding options under the Executive Stock Option Plan only. There is no specified number of Limited Voting Common
Shares to be issued or weighted average exercise price under the Directors' Share Compensation Plan. See “Material
Features of Equity Compensation Plans-Directors' Share Compensation Plan” on page 28.

(3) The number refers to the aggregate of the securities remaining available for issuance under the Executive Stock Option
Plan (178,047) and the Directors’' Share Compensation Plan (89,197).

(4) There is no specified number of securities to be issued or weighted average exercise price under the Employee Share
Purchase Plan. See “Material Features of Equity Compensation Plans-Employee Share Purchase Plan” on page 30.

Material Features of Equity Compensation Plans
Directors’ Share Compensation Plan

The Company has established a Directors’ Share Compensation Plan (the “DSCP”)
pursuant to which the Directors are required to receive a minimum of 25% and (at the
option of the Director) a maximum of 50% of their annual compensation through the
issuance from treasury of Limited Voting Common Shares. The balance of the
Director's annual compensation is paid in cash. Only the Directors of the Company (all
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of whom are insiders) are eligible to participate in the DSCP and participation is not
assignable.

The DSCP is not an options, warrants or rights plan. The Plan provides that each
financial quarter, the aggregate fees to which the Director is entitled in respect of the
immediately preceding financial quarter will be determined and the Director will be
issued a number of Limited Voting Common Shares based on the percentage of annual
compensation that the Director has specified divided by the closing price of the Limited
Voting Common Shares on the TSX on the trading day at the end of the immediately
preceding financial quarter.

The Plan was designed to recognize the valuable service provided to the Company by
its Directors, to increase the economic interest of the Directors in the Company and
thereby to further align the interests of the Company’s Directors with those of its
Shareholders. The Plan does not increase the aggregate amount of the compensation
payable to Directors of the Company but only provides that a portion of such
compensation be paid by the issuance of Limited Voting Common Shares. The
maximum number of Limited Voting Common Shares which may be reserved for issue
to any one person under the DSCP must not exceed 5% of the outstanding Limited
Voting Common Shares (on a non-diluted basis). A Director may opt out of the DSCP
once he or she owns (directly or indirectly) at least 7,500 Limited Voting Common
Shares. A Director is not eligible to participate in the DSCP upon ceasing to be a
Director. Currently, 110,803 Limited Voting Common Shares (0.24% of the Company’s
currently outstanding capital) have been issued under the DSCP and 89,197 Limited
Voting Common Shares are reserved and available for issuance under the DSCP
(0.20% of the Company'’s currently outstanding capital).

Subject to any required Shareholder and regulatory approval, the Directors may amend
the DSCP. The DSCP was amended during the 2005 financial year to increase the
reserve of Limited Voting Common Shares under the DSCP by 100,000. This
amendment was approved by the Shareholders at the 2004 Annual and Special
Meeting.

Employee Share Purchase Plan

The. Company has established an Employee Share Purchase Plan (the “ESPP”)
pursuant to which permanent full-time employees and certain unionized hourly
employees with at least 12 months of continuous service with the Company are eligible
to participate in a voluntary group benefit plan established to encourage savings
through equity ownership in the Company.

Qualifying employees may contribute from one percent to seven percent of their basic
earnings to the ESPP (on either an after-tax basis or through a group registered
retirement savings plan) and the Company will contribute an additional amount equal to
50% of all employee contributions.

Under the ESPP, contributions are applied by the plan trustee to purchase Limited

Voting Common Shares, which may be purchased from the Company by way of
treasury issuance or purchased on the open market.
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The maximum number of Limited Voting Common Shares which may be reserved for
issue to any one person under the ESPP must not exceed 3% of the outstanding
Limited Voting Common Shares. Ten senior officers (all of whom are insiders)
participate in the ESPP.

The maximum number of Limited Voting Common Shares issuable from treasury under
the ESPP is currently 505,939 (1.12% of the Company’s currently outstanding capital).
484,425 Limited Voting Common Shares have been issued under the ESPP (1.07% of
the Company’s currently outstanding capital).

In the case of purchases from treasury, the ESPP provides that the price paid (issue
price) for Limited Voting Common Shares purchased by the trustee under the ESPP
from the Company (treasury shares) is:

i where the trustee has purchased Limited Voting Common Shares on the
open market during such month, the average market price actually paid for
all such Limited Voting Common Shares during such month; or

il. where the trustee has not purchased Limited Voting Common Shares on
the open market during such month, the weighted average trading price
for board lots of Limited Voting Common Shares traded for a five (5)
trading day period on the TSX or other such stock exchange on which
Limited Voting Common Shares are listed for the trading day in question,
or if there has been no sale of a board lot of Limited Voting Common
Shares on such exchange on any such business day, then the last
previous bid price for a board lot of Limited Voting Common Shares on
such exchange.

Although Limited Voting Common Shares may be issued from treasury, the Company
has adopted the practice of purchasing Limited Voting Common Shares on the TSX on
a monthly basis, at the prevailing market price for the Limited Voting Common Shares,
and no Limited Voting Common Shares have been issued from treasury under the
ESPP since November 15, 1997. The participant’s price for Limited Voting Common
Shares purchased by the trustee on the open market from time to time during the month
is the average market price actually paid for all such Limited Voting Common Shares
during such month.

Participation in the ESPP is not assignable but a participant may have one account in
his or her own name and one account in the name of his or her registered retirement
savings plan or in the name of his or her spouse’s registered retirement savings plan.
The Company may amend any provisions of the ESPP, subject to prior regulatory
approval. The Company also has the right to discontinue the ESPP at any time. Such
discontinuance may be effected upon at least sixty (60) days written notice to each
participant and to the trustee under the ESPP.

The ESPP was amended during the 2005 financial year. Prior to the amendment, the
ESPP provided for the immediate vesting of a participant’'s contributions. However, the
Company’s contributions would vest only once a participant had been a member of the
ESPP for a period of twelve months. The amendment removed this initial twelve month
vesting period and, accordingly, the ESPP now also provides for the immediate vesting
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of the Company’s contributions. Under applicable regulations, such amendments did
not require shareholder or TSX approval since they provided for a change to the vesting
provisions of the ESPP. However, the TSX was notified of the amendments.

Executive Stock Option Plan

The Company has an Executive Stock Option Plan (the “ESOP”) under which eligible
executive officers and employees of the Company are entitled to receive options to
acquire Limited Voting Common Shares. Eligible participants in the ESOP are the
senior executives of the Company and their direct reports. Fourteen senior officers (all
of whom are insiders) participate in the ESOP. The purpose of the ESOP is to advance
the interests of the Company by providing eligible executives and employees with a
financial incentive for the continued improvement in the performance of the Company
and encouragement to stay with the Company.

The Board grants the options at an exercise price equal to the closing market price of
the Limited Voting Common Shares on the TSX on the last trading day preceding the
day of the grant with no discount. The options vest 1/5 on the date of granting and 1/5
per year over the next 4 years and have a 10 year term to expiry.

The maximum number of Limited Voting Common Shares which may be reserved for
issue to any one person under the ESOP must not exceed 3% of the outstanding
Limited Voting Common Shares (on a non-diluted basis).

Options granted to participants under the ESOP are non-assignable and, except in the
case of the death of a participant, are exercisable only by the participant to whom the
options have been granted.

An option, and all rights to purchase Limited Voting Common Shares pursuant thereto,
and the participant's right, title and interest in the ESOP, expires and terminates
immediately upon the termination of employment of the participant by the Company or
any subsidiary of the Company, other than in the circumstances referred to below.

If, before the expiry of an option in accordance with its terms, the employment or office
of the participant by the Company or by any of its subsidiaries terminates for any reason
whatsoever other than termination by the Company for just and sufficient cause or the
voluntary resignation of the participant, (including termination by reason of the death of
the participant) such option may be exercised, if the participant is deceased, by the
legal personal representative(s) of the participant’'s estate or, if the participant is alive,
by the participant, at any time within three months of the date of termination of
employment or, where applicable, the date a participant ceases to be an officer.

Subject to regulatory approval, the Board may amend or discontinue the ESOP at any
time without the consent of the participants provided that such amendment shall not
alter or impair any of the participants’ rights under any stock option agreements or any
option previously granted under the ESOP.

The ESOP was amended during the 2005 financial year to increase the reserve of

Limiting Voting Common Shares by 200,000. This amendment was approved by the
Shareholders at the 2004 Annual and Special Meeting.
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Currently, 178,047 Limited Voting Common Shares (0.39% of the Company's currently
outstanding capital) are reserved for issuance under the ESOP. There are currently
1,057,586 options outstanding under the ESOP to senior executives and employees
(which if exercised would represent 2.33% of the Company’s current outstanding
capital), leaving 178,047 Limited Voting Common Shares available for issuance under
any future option grants. A total of 326,427 Limited Voting Common Shares have been
issued as a result of the exercise of options under the ESOP (0.72% of the Company’s
current outstanding capital).

Material Features of Non-Equity Compensation Plans
Restricted Stock Unit Plan

The Company has approved a Restricted Stock Unit Plan (the "RSU Plan”) effective
November 1, 2005. The RSU Plan is not an equity compensation plan as it will not
permit Limited Voting Common Shares to be issued from treasury. Under the RSU
Plan, the Company will grant RSUs to certain senior executives (“Participants”) in order
to: (i) align the interests of Participants with those of the Company’'s public
Shareholders; (ii) encourage Participants to further the development of the Company
and its subsidiaries and affiliates; and (iii) furnish Participants with the ability to receive
a form of incentive compensation in addition to their base salary for contributing to the
success of the Company.

Pursuant to the RSU Plan, a discretionary number of RSUs, each being equivalent in
value at the time of the grant to one Limited Voting Common Share, may be granted to
Participants. For all Participants, other than the CEQO, the number of RSUs, if any,
granted is in the discretion of the CEO. For the CEO, the number of RSUs granted is in
the discretion of the Chair of the Board.

The opportunity for a Participant to receive an amount under the Plan is contingent
upon certain criteria being met. RSUs granted to a Participant under the Plan will vest
in favour of a Participant as follows:

(a) if a Participant is employed by the Company on the third anniversary of
the grant date, 50% of the total number of RSUs granted will vest in favour
of the Participant (the “Time Vesting RSUs”); and

(b)y  if a Participant is employed by the Company on the first, second and third
anniversary of the grant date and the Participant fully attains his or her
annual individual goals and the Company attains its annual corporate
goals for those respective years, 16 2/3% of the total number of RSUs (the
“Performance Vesting RSUs”) granted to a Participant will vest in favour of
the Participant in each such year. If annual individual goals and annual
corporate goals are only partially attained, the Participant may be entitled
to receive a pro rata portion of the Performance Vesting RSUs.

The annual individual goals are set by the CEQ for his direct reports and by the Board
for Participants who report directly to the Board, in each case, in relation to a balanced
scorecard for the Company. See “Compensation and Pension Committee-Report on
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Executive Compensation-Balanced Scorecard” on page 38. Annual corporate goals are
set for all Participants in relation to the Total Business Return of the Company. See
“Compensation and Pension Committee-Report on Executive Compensation-Total
Business Return” on page 38. The weighting between annual individual goals and
annual corporate goals is 50% to annual individual goals and 50% to annual corporate
goals except in the case of the Chief Executive Officer, Chief Financial Officer, Vice
President Corporate Affairs and General Counsel and Vice President Corporate
Finance and Investor Relations, where the weighting is 30% to annual individual goals
and 70% to annual corporate goals.

Upon the vesting of RSUs under the RSU Plan, the Company will pay the Participant an
amount which is the product of the number of vested RSUs multiplied by the weighted
average trading prices for board lots of Limited Voting Common Shares on the TSX for
the five trading days before the vesting date less any required withholding tax.

The payment of funds by the Company to a Participant will be made each year in which
a Participant's RSUs vest. In the event of death, total disability, termination without
cause or retirement of a Participant prior to the entitlement date, the Participant or his or
her estate are entitled to received a pro rata portion of the amount that would have been
received on behalf of the Participant if he or she had continued in the employment of the
Company until the entitlement date. No payment will be made if the Participant
voluntarily resigns or is terminated for cause prior to the entitlement date.

Incentive Payment Plan

During the 2005 financial year, the Board implemented an Incentive Payment Plan for
its senior executives who report to the CEQO or the Board which will be in effect until the
end of the 2007 financial year. This plan is not an equity compensation plan as it does
not provide for the issuance of Limited Voting Common Shares from treasury.

Payments under the Incentive Payment Plan are in the discretion of the CEQ for his
direct reports and by the Board for participants who report directly to the Board.
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REPORT OF THE COMPENSATION AND PENSION COMMITTEE

Composition of the Compensation and Pension Committee

The following individuals served as members of the Compensation and Pension
Committee (“Committee”) during the financial year which ended on October 31, 2005:

Rob Pettinger (Chair)
Hugh Drake
Ted Allen (former Director)
Wayne Drul
Maurice Lemay
Don Lunty
Paul Mulhollem (former Director)
Paul Orsak

The Committee is currently comprised of five independent directors (Messrs. Pettinger,
Drake, Lemay, Lunty and Orsak). Mr. Drul, Chair of the Board, sits as an ex officio
(non-voting) member of the Committee. Mr. Allen was a member of the Committee until
he retired in February 2005. Mr. Mulhollem was a member of the Committee until he
resigned from the Board in October 2005. The Committee held 5 meetings in the 2005
financial year.

Report on Executive Compensation

The Committee is charged with formulating and making recommendations to the Board
in respect of compensation issues relating to Directors and the senior executive of the
Company. The Committee also has oversight responsibility for the Company’s
Executive Stock Option Plan and Restricted Stock Unit Plan. The Committee reviews
and has general oversight of employee benefit programs and pension plans. In
addition, the Committee, in consultation with the Chief Executive Officer, considers and
reports to the Board regarding corporate succession matters.

Executive compensation policies, as described more fully below, are designed with the
objective of attracting and retaining qualified executives by providing compensation
packages which are competitive within the marketplace and by compensating them in a
manner which encourages individual performance consistent with Shareholder
expectations.

Compensation Philosophy

The Company’s executive compensation program is based on a pay for performance
philosophy and is designed to attract, retain and reward qualified and experienced
executive officers who will contribute to the success of the Company. Executive officers
are motivated through various elements of this program to meet annual performance
goals and enhance long-term Shareholder value.

In designing and administering the individual elements of the executive compensation
programs, the Committee strives to balance short-and long-term incentive objectives
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and uses prudent judgment in establishing performance criteria, evaluating performance
and determining actual incentive awards.

During the 2004 financial year, the Board authorized the Committee to undertake a
review of the Company’s executive compensation program, including its individual
components, to ensure that the executive compensation program is competitive with the
compensation levels of other senior executives within similar Canadian organizations
and/or Canadian organizations with whom the Company competes for staff. As a result,
an independent compensation consultant was retained by the Committee to assist it in
reviewing and designing the executive compensation program. The current
compensation program for the executives is a result of the review and
recommendations of the independent compensation consultant.

Executive officers’ current compensation program is based on three principal
components: (1) base salary; (2) bonus compensation provided by the Incentive
Payment Plan; (3) long-term incentive compensation provided by pre-established
annual grants under the Company’'s Executive Stock Option Plan and discretionary
annual grants determined by the provisions of the Restricted Stock Unit Plan which
became effective November 1, 2005. The Company also pays the full amount of health
benefits premiums and pension plan contributions on behalf of the senior executives. In
relation to the 2005 financial year, compensation was weighted on the basis of
approximately 60% to base salary, discretionary amounts of up to approximately 20% to
the Incentive Payment Plan; 10% to grants of options, and 10% to health benefit
premium, pension contribution and other payments for the senior executives. No
weighting was given to grants of RSUs as the RSU Plan only became effective
November 1, 2005 and no RSUs were granted in the 2005 financial year.

Base Salary

The Company has established a system of tiered salary levels for senior executives of
the Company. Currently, each senior executive position is assigned to the appropriate
salary tier, considering the position’s internal value as well as external competitive
comparisons. The external competitive comparisons (the “Executive Comparator
Group”) were prepared by the independent compensation consultants and consisted of
a group of 30 companies selected on the basis of a number of factors, including having
revenues approximately the same as the Company. The Committee generally
established salary guidelines at levels that approximate 110% of the median (the 50th
percentile) of salaries paid by the Executive Comparator Group. [n assessing base
salaries, the Committee also took into account the individual's duties, performance and
experience.

Current base salaries for the senior executives of the Company were set in the 2004
financial year on the basis set out above after review and recommendations of the
independent compensation consultant and approval by the Compensation and Pension
Committee and all other members of the Board on the recommendation of the
Compensation and Pension Committee.

The base salary ranges are reviewed from time to time and at least annually for market

competitiveness and reflection of each executive officer's responsibilities, experience
and proven or expected individual performance. Performance will be measured on the
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basis of a number of categories set out in a balanced scorecard and relative to Total
Business Return, as described below.

Individual executive salaries are subject to approval by the Chief Executive Officer and
the Compensation and Pension Committee, except for the salaries of the Chief
Executive Officer, Vice President Corporate Affairs and General Counsel, the Corporate
Secretary and the Director Corporate Audit Services, whose salaries are subject to
approval by the Compensation and Pension Committee and the Board.

Incentive Compensation

The material features of the Incentive Payment Plan, Executive Stock Option Plan and
RSU Plan are described under “Material Features of Equity Compensation Plans”
beginning on page 29 and “Material Features of Non-Equity Compensation Plans” on
page 33, respectively.

Incentive Payment Plan

Certain payments were made to the senior executives in the 2005 financial year
under the Incentive Payment Plan. The Incentive Payment Plan was
implemented as a result of review and recommendation of the Compensation
and Pension Committee and approved by all other members of the Board on
recommendation of the Compensation and Pension Committee. The amounts
paid in the 2005 financial year were determined in the discretion of the Chief
Executive Officer in the case of his direct reports and the Board in the case of
executives who report directly to the Board. In the 2005 financial year, the
Company paid $102,873 under the Incentive Payment Plan. Subsequent to year
end to the date hereof, the Company paid $210,600 under the Incentive Payment
Plan.

Long-Term Incentive Compensation
ESOP

Certain options were granted to the senior executives in the 2005 financial year
under the Executive Stock Option Plan as a result of the review and
recommendations of the independent compensation consultant in 2004, which
was reviewed and recommended by the Compensation and Pension Committee
and approved by all other members of the Board on recommendation of the
Compensation and Pension Committee. In the 2005 financial year, the Company
granted 165,000 options. Subsequent to year end to the date hereof, the
Company granted 165,000 options under the ESOP. ‘

RSU Plan
There were no RSUs granted in the 2005 financial year under the RSU Plan as it

only became effective on November 1, 2005. Subsequent to year end to the
date hereof, 360,912 RSUs were granted under the RSU Plan.
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Balanced Scorecard

The Company assesses performance in respect of base salary and in respect of the
achievement of annual individual goals under the RSU Plan through the application of
a “Balanced Scorecard” methodology. The Balanced Scorecard process involves
establishing specific measurable objectives within four categories of business activity.
For the Company, the four categories are (1) financial performance; (2) customer
satisfaction; (3) internal processes; and (4) organizational learning and development.
The Company believes that successful business activities respecting categories (2),
(3) and (4) will lead to achievement of financial goals in category (1). Short-and long-
term targets are established annually for objectives within each of the categories.
These targets are both quantitative and qualitative in nature. No specific weighting is
given to any category although significant emphasis is placed on the achievement of
financial goals. The financiai goal of the Company is to achieve an appropriate return
on equity and an appropriate leverage ratio (total net debt to net tangible assets) under
normal operating conditions.

Total Business Return

The Company assesses financial performance in respect of the achievement of annual
corporate goals under the RSU Plan in relation to Total Business Return (“TBR”).

TBR measures changes in the equity value of the Company. It combines the
measurement of both earnings performance and debt (or cash) management.

The Company’s TBR is determined as follows:

Earnings before interest, taxes and depreciation (EBITDA) is multiplied by a factor (of 8)
to determine “Enterprise Value”;

Total net average debt (both short-term debt and long-term debt, less all cash -
calculated as an average of each month-end debt less cash positions for each month of
a financial year) is subtracted from Enterprise Value to determine shareholders’ “Equity
Value”. For this purpose, the Debentures are treated as equity and are excluded from
net debt in order to ensure consistency in the calculation of Equity Value after the
Debentures are converted.

The TBR for any year is represented by the increase or decrease in Equity Value (as
determined by the calculation described above) during the year plus any dividends and
Debenture interest paid to Shareholders in that year.

In order to deal with the volatility in the Company’s EBITDA, a three-year compound
average TBR is used. A simple three-year compound average TBR is used except in
circumstances where the opening Equity Value in effect for the year at the beginning of
the three year period (the “Beginning Year”) is less than the Equity Value in any year
preceding the Beginning Year (the “Preceding Year”) after dividends and Debenture
interest paid in the period between the Preceding Year and the Beginning Year are
deducted from the Equity Value for the Preceding Year. In this case, a modified three-
year compound average TBR calculation is made in which dividends and Debenture
interest paid in the period between the Preceding year and the Beginning year are
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deducted from Equity Value of the Preceding Year and the result of that calculation
substituted for the Equity Value for the Beginning Year. This is done to ensure that any
decline in Equity Value is recovered before any subsequent TBR calculation is deemed
to be positive.

TBR in excess of 2% is required before any vesting of any Performance Vesting RSUs.

The Company has established its target TBR. Achievement of the target (based on the
modified three-year compound average TBR calculation described above) resuits in
vesting of 90% of the maximum number of Performance Vesting RSUs attributable to
annual corporate goals under the RSU Plan.

Vesting of 100% of the Performance Vesting RSUs attributable to annual corporate
goals under the RSU Plan would occur only for achieving a modified three-year
compound average TBR of 1% or more in excess of the target TBR.

Chief Executive Officer’s Compensation and Shareholding

The Committee annually reviews base salary of the Chief Executive Officer's (the
“‘CEQ”), payments under the Incentive Payment Plan and any awards under the Long-
Term Incentive Plans. The CEO’s base salary, payments under the Incentive Payment
Plan and awards under the Long-Term Incentive Plans are made on the same basis as
other senior executives described above. Mr. Hayward's compensation for 2005 as set
forth in the Summary Compensation Table was determined in accordance with the
foregoing and approved by the Compensation and Pension Committee and all other
members of the Board on the recommendation of the Compensation and Pension
Committee. Annual reviews of the CEO are conducted on the same basis as other
senior executives in relation to the Balanced Scorecard and Total Business Return
described above.

As at October 31, 2005, the CEO held 63,255 Limited Voting Common Shares and no
Series A Preferred Shares of the Company.

The foregoing report is submitted on behalf of the Compensation and Pension
Committee:

Rob Pettinger (Chair)
Hugh Drake
Maurice Lemay
Don Lunty
Paul Orsak

Performance Graph

The following graph shows changes in the value of $100 invested on October 31, 2000
in (1) the Limited Voting Common Shares of the Company; (2) the Toronto Stock
Exchange’s Composite Total Return Index; and (3) the Nesbitt Burns’ Small
Capitalization Total Return Index, for a five year period ending October 31, 2005. Each
include the reinvestment of dividends. The average market capitalization of companies
in the Nesbitt Burns Small Capitalization Total Return Index ranges from about $15.2

-39 -



million to about $1199.1 million with an average market capitalization of approximately
$310.9 million at October 31, 2005. As at October 31, 2005, the Company’s market
capitalization was $322.1 million.

The S&P/TSX Composite Index includes companies with a market capitalization ranging
from approximately $296.0 million to $54.1 billion with an average market capitalization
of $5.7 billion.
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(1) In June, 2002 the Company changed its financial year end from July 31 to October 31. For
comparison purposes, the measurement point for each of the financial years 2002 and earlier in
the table is October 31.

Investor Relations

The Company has a Shareholders’ Relations department. The Company also
maintains a toll free number to provide Shareholders, Members and other interested
parties with convenient, direct and affordable access to the Company.

Shareholder comments and concerns fielded by the Shareholders’ Relations
department are overseen by the Vice President Corporate Finance and Investor
Relations and the Manager, Member and Shareholder Services Administration. In
addition, management liases with the investing community after dissemination of
significant operational or financial information, including quarterly and annual reports, so
as to maintain an effective dialogue with investors and the investing community.

The Company has a written Disclosure Policy designed to ensure that communications
about the Company to the investing public are timely, factual and accurate and are
broadly disseminated in accordance with regulatory requirements. The Company also
has an Insider Information and Trading Policy intended to establish standards that
insiders of the Company are expected to comply with in trading securities of the
Company including prescribed blackout periods when no trading by certain insiders is to
take place in any security of the Company.
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The Company has a website (www.agricoreunited.com) for customers, investors and
brokers that includes data and information of interest to the investing community. The
site also includes a link to the Company’s customer website. The website provides
access to the latest events affecting the Company’s performance, including press
releases and financial reports, and the ability to obtain financial statements and reports
in a number of formats and archives of past financial reports for comparison.

Additional information respecting the Company can be reviewed on SEDAR at
www.sedar.com.

OTHER INFORMATION
Proposals

A Shareholder who is entitled to vote at the 2006 Annual Meeting of Shareholders (to be
held in February 2007) who intends to raise a proposal at such meeting must deliver the
proposal to the Corporate Secretary of the Company no later than November 1, 20086.

Availability of Disclosure Documents

Financial information respecting the Company is provided in the Company’s
comparative financial statements and Management’'s Discussion and Analysis for the
most recently completed financial year and are included in the 2005 Annual Report of
the Company which accompanies this Management Proxy Circular.

The Company will provide to any Shareholder, upon request to its Corporate Secretary,
a copy of:

1. its most recent Annual Information Form together with any document or pertinent
pages of any document incorporated therein by reference;

2. its audited comparative financial statements for its last financial year together
with the auditor’s report thereon and any interim financial statements of the Company
that have been filed for any period subsequent thereto, and

3. its management proxy circular for its last Annual Meeting of Shareholders.
Directors’ Approval

The contents of the Management Proxy Circular and the sending thereof have been
approved by the Directors of the Company.

/ VQ@
TOM KIRK
Corporate Secretary
December 21, 2005
Winnipeg, Manitoba
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SCHEDULE A
Directors’ Biographies

G. Allen Andreas
(Non-Member Director)

Mr. Andreas was elected as a director of the Company in 2002.

Mr. Andreas is the Chairman, Chief Executive and President of the
Archer Daniels Midland Company, a global agribusiness
headquartered in the United States.

Mr. Andreas holds a Bachelor of Arts Degree from Valparaiso
University and a Juris Doctorate from the Valparaiso University
School of Law. He was an attorney for the United States Treasury
Department from 1969 until joining the legal staff of the Archer
Daniels Midland Company in 1973. Appointed Treasurer in 1986,
Mr. Andreas relocated to Europe in 1989 as Chief Financial Officer
of European Operations, and returned to the United States in 1994
as Vice President and Counsel to the Executive Committee. He was
appointed as a Member of the Office of the Chief Executive in 1996,
President and Chief Executive Officer in 1997, assumed his current
position as Chairman and Chief Executive in 1999, and was
appointed President in 2005.

Mr. Andreas is Chairman of ADM's Board of Directors and Chairman
of ADM's Executive Committee. He is a member of the Supervisory
Board of the A.C. Toepfer International Group with headquarters in
Germany, and on the Board of Directors of Gruma, S.A. in Mexico.
He is also a member of The Trilateral Commission, The Bretton
Woods Committee, the International Policy Council on Agriculture,
Food and Trade, the Emergency Committee for American Trade, the
Worid Economic Forum, the G100, The Business Roundtable, and a
Trustee of the Economic Club of New York. Mr. Andreas serves as
a member of the European Advisory Board of the Carlyle Group, and
is a member of advisory boards of various other business operations
in Latin America, Europe, and the Asia-Pacific Region. He is also a
member of the State of Colorado Bar and the American Bar
Association.

Mr. Andreas currently sits on the Audit Committee of Agricore
United.




Hugh F. Drake
(Member Director)

Mr. Drake was elected as a director of Manitoba Pool Elevators, one
of the predecessors of Agricore Cooperative Ltd. in 1993 and served
as a director until the merger of Agricore and United Grain Growers
in 2001, at which time he became a director of Agricore United.

Mr. Drake is currently a director of the Flax Council of Canada and
serves on the board of the Wasagaming Foundation Inc., an
organization which provides facilities and support for the
advancement and the betterment of the rural community.

Mr. Drake has completed the Institute of Corporate Directors (ICD)
Corporate Governance College program of the University of
Calgary’s Haskayne School of Business in partnership with the ICD
and the University of Toronto's Rotman School of Management to
provide education and development for directors of corporate boards
and has received his designation as ICD.d.

Mr. Drake and his family operate a mixed grain farm at Elkhorn,
Manitoba.

Mr. Drake currently sits on the Agricultural Policy, Compensation
and Pension and Risk Review Committees of Agricore United.

Wayne Drul
Chair
(Member Director)

Mr. Drul was elected as a director of the Company in 1994, He
served as Manitoba Vice-President in 1998 and 1999 and was
elected as First Vice-President in 2000 and 2001. He continued to
serve as Manitoba Vice-President in 2002 and 2003 after the merger
of United Grain Growers and Agricore to form Agricore United.

Mr. Drul was elected Chair of the Board of Agricore United in
February, 2004 and again in February, 2005.

He has served on the Boards of the Flax Council of Canada and the
Soil Conservation Council of Canada.

Mr. Drul and his family operate a mixed grain farm at Oakburn,
Manitoba.

Mr. Drul currently is Chair of the Agricultural Policy, and the
Executive Committees, sits on the Nominating and Governance
and is an ex officio member on all other committees of Agricore
United.




| Jon K. Grant, 0.C., LL.D.
First Vice-Chair
{Non-Member Director)

Mr. Grant was elected as a director of the Company in 2002 and
currently serves as First Vice-Chair of the Board.

Mr. Grant is currently the Chairman of CCL Industries Inc. and of
Atlas Cold Storage and has served on the boards of many other
Canadian companies. He was a United Grain Growers board
member from 1993 to 1997. Mr. Grant is the retired Chairman and
CEO of Quaker Oats Company Limited, former Chairman of the
Board of Laurentian Bank of Canada, former Chairman of the Board
of Scott Paper Limited, and former Chairman of the Board of
Canada Lands Company Limited, a commercial Federal Crown
Corporation. Mr. Grant is an officer of the Order of Canada. He is
also the former Chair of the Nature Conservancy of Canada and
former Chair of The Ontario Round Table on the Environment and
Economy.

Mr. Grant is Honorary Governor and past Chair of the Board of
Governors of Trent University, he was Vice Chair, Board of
Governors of the International Development Research Centre
(IDRC) and was a Trustee of the World Wildlife Fund (Canada) and
as well has served on the Agricultural Council of Ontario. Mr. Grant
is a past Chair of the Food and Consumer Products Manufacturers
of Canada.

In 1990, he was honoured with the Corporate Humanist Award by
the Canadian Federation of the Humanities for his speech titled "The
Business of Protecting the Environment" and in the same year was
awarded the "Knight of the Golden Pencil Award", the Food
Industry's highest award for outstanding service. In 1991, Mr. Grant
received an Honorary Doctor of Laws Degree (LL.D.) from Trent
University in recognition of his contribution to the environment. He
has a working knowledge of French.

Mr. Grant is Chair of the Nominating and Governance Committee
and currently sits on the Audit and Executive Committees of
Agricore United.




Brett R. Halstead
(Member Director)

Mr. Halstead was elected as a director of United Grain Growers
Board of Directors in 1997. He continued in this capacity until the
merger with Agricore in November of 2001 and was subsequently
elected as a director of Agricore United in February, 2003.

Mr. Halstead is currently a director of the Saskatchewan Canola
Growers Association and a past director of the Canadian Canola
Growers Association.

Mr. Halstead has completed the Institute of Corporate Directors
(ICD) Corporate Governance College program of the University of
Calgary’s Haskayne School of Business in partnership with the ICD
and the University of Toronto’'s Rotman School of Management to
provide education and development for directors of corporate boards
and has received his designation as {CD.d.

Mr. Halstead and his family operate a mixed grain and beef cattle
farm at Nokomis, Saskatchewan.

Mr. Halstead currently sits on the Agricultural Policy, Risk Review,
and Member and Community Relations Committees of Agricore
United.

Alanna Koch —’
(Member Director)

Ms. Koch was elected as a director of Agricore United in February
2003.

Ms. Koch served as Executive Director of the Western Canadian
Wheat Growers Association from 1992 to 2000. From 2000 to 2002
she was a Director of AVAC Ltd., a "virtual" corporation focused on
investment in science and innovation to assist Alberta's agrivalue
industry. In 2002, she served as Chairperson of CARE, a group of
farmers from across the prairies promoting the election of farmer-
directors who believe in voluntary marketing to the Canadian VWheat
Board.

Ms. Koch is a graduate of the first Canadian Agriculture Lifetime
Leadership (CALL) program and a past director of the George Morris
Centre at the University of Guelph. Ms. Koch served nine years with
the Government of Saskatchewan in a number of senior civil service
positions and, throughout her career, has served on numerous
agriculture related councils and committees including involvement in
provincial, national and international policy development initiatives,
with particular focus on marketing and transportation reform. In
recognition of achievement in and service to the agricultural industry,
the Saskatchewan Institute of Agrologists awarded her an Honorary
Life Membership in 1999.

Ms. Koch is currently enrolled in the Directors College, a program of




the Conference Board of Canada and McMaster University’s Michael
G. DeGroote School of Business to provide comprehensive
professional director development leading to an accredited
designation for corporate directors, Chartered Director (C. Dir.).

Ms. Koch and her husband own a grain farm and operate an
agribusiness at Edenwold, Saskatchewan.

Ms. Koch currently sits on the Agricultural Policy, Audit and
Nominating and Governance Committees of Agricore United.

Maurice A. Lemay
Alberta Vice-Chair
(Member Director)

Mr. Lemay was elected as a director of the Company in November
1994 and currently serves as Alberta Vice-Chair.

Mr. Lemay attended Grande Prairie Regional College and the
University of Alberta School of Civil engineering from 1983 to 1885.

Mr. Lemay has served on the Canadian Grain Commission -
Western Grain Standards Committee and currently serves on the
Board of the Soil Conservation Council of Canada.

Mr. Lemay is currently enrolled in the Directors College, a program
of the Conference Board of Canada and McMaster University's
Michael G. DeGroote School of Business to provide comprehensive
professional director development leading to an accredited
designation for corporate directors, Chartered Director (C. Dir.).

Mr. Lemay and family operate a mixed grain farm at Tangent,
Alberta.

Mr. Lemay is Chair of the Member and Community Relations
Committee and currently sits as a member of the Agricuitural Policy,
Compensation and Pension and Executive Committees of Agricore
United.




Don Lunty
(Member Director)

Mr. Lunty was elected to the Board of Agricore Cooperative Ltd. in
1999 and served as a director of Agricore until the merger of
Agricore and United Grain Growers in 2001 at which time he
became a director of Agricore United.

Mr. Lunty has a Bachelor of Science degree in Agriculture
(Economics Major) from the University of Alberta.

He serves on the board of the Goldeye Foundation Society, an
organization that provides programs, facilities and support for
education in Alberta.

Mr. Lunty is currently enrolled in the Directors College, a program of
the Conference Board of Canada and McMaster University’'s Michael
G. DeGroote School of Business to provide comprehensive
professional director development leading to an accredited
designation for corporate directors, Chartered Director (C. Dir.).

Mr. Lunty and his family operate a mixed grain farm near
Forestburg, Alberta.

Mr. Lunty currently sits as a member of the Agricultural Policy, Risk
Review and Compensation and Pension Committees of Agricore
United.

Jeffrey E. Nielsen
{Member Director)

Mr. Nielsen was eiected as a director of United Grain Growers in
1999. He continued in this capacity until the merger with Agricore
in 2001 as was subsequently elected as a director of Agricore
United in February 2005.

Mr. Nielsen obtained a diploma in Agriculture Technology from
Lethbridge Community College in 1987. Mr. Nielsen is currently
enrollied in the Directors College, a program of the Conference
Board of Canada and McMaster University's Michael G. DeGroote
School of Business to provide comprehensive professional director
development leading to an accredited designation for corporate
directors, Chartered Director (C. Dir.).

Mr. Nielsen is currently a director and vice president of the
Western Barley Growers.

Mr. Nielsen is also a representative of the Cereals Grain Round
Table, an organization which works in conjunction with Agriculture
and Agrifood Canada to improve producer earnings and products
for the end use of cereal grains.

Mr. Nielsen operates a mixed grain farm near Olds, Alberta.




Mr. Nielsen currently sits on the Agricultural Policy, Risk Review
and Member and Community Relations Committees of Agricore
United.

Paul Orsak
(Member Director)

Mr. Orsak was elected as a director of the Company in February,
2004.

Mr. Orsak has a Bachelor of Science in Agriculture degree from the
University of Manitoba.

From 1987 to 1999 he owned and managed Marquette Grain, a
grain marketing service and handling facility.

Mr. Orsak taught Ag Marketing and Management at the University of
Manitoba and Assiniboine Community College, prior to working in
the grain industry in Winnipeg and Vancouver from 1979 to 1981.
From 1981 until 1992 he held various positions with the Western
Canadian Wheat Growers Association (WCWGA), including four
years as 1st Vice President. He was also Chairman of the Prairie
Farm Commodity Coalition from 1983 to 1990.

Mr. Orsak was elected as a Public Governor of the Winnipeg
Commodity Exchange in 1985, a position he held for 8 years.

He was Chairman of the Western Producer Car Group from 1990 to
2000. In 2000 and 2002 he was an executive member of CARE, a
farmer driven organization committed to electing quality Directors to
the Canadian Wheat Board.

Mr. Orsak is currently enrolled in the Directors College, a program of
the Conference Board of Canada and McMaster University's Michael
G. DeGroote School of Business to provide comprehensive
professional director development leading to an accredited
designation for corporate directors, Chartered Director (C. Dir.).

Mr. Orsak and his family currently operate a mixed grain farm at
Binscarth, Manitoba.

Mr. Orsak currently sits as a member of the Agricuitural Policy,
Compensation and Pension and Member and Community
Relations Committees of Agricore United.




Robert Pettinger
Manitoba Vice-Chair
{(Member Director)

Mr. Pettinger was elected as a director of Manitoba Pool Elevator,
one of the predecessors to Agricore Cooperative Ltd., in 2000 and
served as a director until the merger of Agricore and United Grain
Growers in 2001, at which time he became a director of Agricore
United. He currently serves as Manitoba Vice-Chair.

Mr. Pettinger currently serves on the Board of the Western Grain
Research Foundation, an organization that provides funding and
support for crop research in Western Canada.

Mr. Pettinger and his family operate a mixed grain farm at Elgin,
Manitoba.

Mr. Pettinger is Chair of the Compensation and Pension Committee
and currently sits as a member of the Agricultural Policy, Executive
and Nominating and Governance Committees of Agricore United.

Ernie Sirski
{(Member Director)

Mr. Sirski was elected as a director of the Company in 1993.

Mr. Sirski graduated from the Agricultural Diploma Program at the
University of Manitoba in 1980.

He is president of the Manitoba Canola Growers Association and is
a past Vice-President of the Canadian Canola Growers Association.
He represents the Manitoba Canola Growers Association on the
Canola Council of Canada, serves as Finance Chairman and is on
the executive of the Canola Council of Canada.

Mr. Sirski is currently enrolled in the Directors College, a program of
the Conference Board of Canada and McMaster University's Michael
G. DeGroote School of Business to provide comprehensive
professional director development leading to an accredited
designation for corporate directors, Chartered Director (C. Dir.).

Mr. Sirski and his family operate a mixed grain farm at Dauphin,
Manitoba.

Mr. Sirski currently sits as a member of the Agricultural Policy, Audit
and Member and Community Relations Committees of Agricore
United.




Jim Wilson
(Member Director)

Mr. Wilson was elected as a director of Manitoba Pool Elevators,
one of the predecessors to Agricore Cooperative Ltd. in: 1995. He
was elected as First Vice-President of Agricore in 1999, and served
in that capacity until the merger of Agricore and United Grain
Growers in 2001, at which time he became a director of Agricore
United. He was elected Chair of Agricore United in March, 2003 and
served in that capacity until February, 2004.

Mr. Wilson obtained his Chartered Accountant designation and was
admitted to the Institute of Chartered Accountants of Manitoba in
1974. He worked in public practice until 1993.

Mr. Wilson has served on the Boards of XCAN Grain Pool Ltd.,
Western Co-op Ferilizers Ltd., Canadian Pool Agencies, Pool
insurance Company, Demeter (1993) Lid., Alberta Wheat Pool
Financial Corporation and the Canadian Agri-Food Trade Alliance.
He currently serves as Chairman of the Canada Grains Council.

Mr. Wilson and his family farm at Darlingford, Manitoba, operating a
mixed grain farm and a seed processing and marketing plant.

Mr. Wilson is Chair of the Risk Review Committee and currently sits
as a member of the Agricultural Policy and Audit Committees of

| Agricore United.

Terry Youzwa
Saskatchewan Vice-Chair
(Member Director)

Mr. Youzwa was elected as a director of the Company in 1990. He
served as Saskatchewan Vice President for 2001 and 2002 and is
currently the Saskatchewan Vice-Chair.

Mr. Youzwa graduated with a Bachelor of Science in Agricultural
Engineering degree from the University of Saskatchewan in 1982,

Mr. Youzwa is currently enrolled in the Directors College, a program
of the Conference Board of Canada and McMaster University's
Michael G. DeGroote School of Business to provide comprehensive
professional director development leading to an accredited
designation for corporate directors, Chartered Director (C. Dir.).

Mr. Youzwa is President and CEO of Youzwa Farms Inc., a family
farm company specializing in the production and marketing of quality
grains, oilseeds and pulses at Nipawin, Saskatchewan.

Mr. Youzwa is the Chair of the Audit Committee and currently sits as
a member of the Agricuftural Policy, Executive and Nominating and
Governance Committees of Agricore United.
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CORPORATE GOVERNANCE
DISCLOSURE REQUIREMENTS

COMMENTS

1.

Board of Directors (the “Board”) ~

Disclose the identity of directors (or
proposed directors) who are independent.

Disclose the identity of directors (or
proposed directors) who are not
independent, and describe the basis for
that determination.

Disclose whether or not a majority of
directors (or proposed directors) are
independent. if a majority of directors are
not independent, describe what the Board
does to facilitate its exercise of independent
judgement in carrying out its
responsibilities.

The Board is comprised entirely of independent
Directors. Both proposed directors are independent.

If a director is presently a director of any
other issuer that is a reporting issuer (or the
equivalent) in a jurisdiction or a foreign
jurisdiction, identify both the director and
the other issuer.

See “Business of the Meeting-Directorships in other
Public Companies and Biographies of Directors” on
page 13 of the Management Proxy Circular.

Disclose whether or not the independent
directors hold regularly scheduled meetings
at which non-independent directors and
members of management are not in
attendance. if the independent directors
hold such meetings, disclose the number of
meetings held since the beginning of the
issuer's most recently completed financial
year. if the independent directors do not
hold such meetings, describe what the
Board does to facilitate open and candid
discussion among its independent
directors.

The Board is comprised entirely of independent
Directors. The Directors meet independently of
management on a regular basis and did so at all of its
regularly scheduled quarterly meetings in the 2005
financial year.

Disciese whether or not the chair of the
Board is an independent director. If the
Board has a chair or lead director who is an
independent director, disclose the identity
of the independent chair or lead director,
and describe his or her role and
responsibilities. If the Board has neither a
chair that is independent nor a lead director
that is independent, describe what the
Board does to provide leadership for its
independent directors.

The Chair, Wayne Drul, serves as an officer of the
Company in a part-time capacity although not as a
member of management. The Chief Executive Officer,
Brian Hayward is not a member of the Board. However,
Mr. Hayward is an ex officio member of the Board and
except for in camera portions of Board meetings held
independently of management, atiends all Board
meetings. The holders of these two offices have a close
working relationship, with the Chair's primary
responsibility being external constituencies with day to
day awareness of internal management and the Chief
Executive Officer having primary responsibility for the
internal constituencies and overall management of the
Company. The Board of Directors has therefore
concluded that the Chair is an independent Director for
the purposes of the Guidelines.

Disclose the attendance record of each
director for all Board meetings held since
the beginning of the issuer's most recently

See “Business of the Meeting-Meeting Attendance” on
page 13 of the Management Proxy Circular.




CORPORATE GOVERNANCE
DISCLOSURE REQUIREMENTS

COMMENTS

completed financial year.

2. Board Mandate - Disclose the text of the
Board’s written mandate. If the Board does not have
a written mandate, describe how the Board
delineates its role and responsibilities.

The Board has adopted a written mandate, a copy of
which is attached as Appendix 1 to this Schedule B.

3. Position Descriptions -

a. Disclose whether or not the Board has
developed written position descriptions for
the chair and the chair of each Board
committee. If the Board has not developed
written position descriptions for the chair
and/or the chair of each Board committee,
briefly describe how the Board delineates
the role and responsibilities of each such
position.

b. Disclose whether or not the Board and
CEO have developed a written position
description for the CEO. If the Board and
CEO have not developed such a position
description, briefly describe how the Board
delineates the role and responsibilities of
the CEO.

The Board has developed written position descriptions
for the Chair, each Committee Chair, each individual
Director and the CEO.

4, Orientation and Continuing Education -

a. Briefly describe what measures the Board
takes to orient new directors regarding
i, the role of the Board, its committees
and its directors, and
i, the nature and operation of the issuer’s
business.

b. Briefly describe what measures, if any, the
Board takes to provide continuing
education for its directors. If the Board does
not provide continuing education, describe
how the Board ensures that its directors
maintain the skill and knowledge necessary
to meet their obligations as directors.

See "Business of the Meeting-Director Orientation and
Education” on page 20 of the Management Proxy
Circular.

5. Ethical Business Conduct —

a. Disclose whether or not the Board has
adopted a written code for the directors,
officers and employees. Ifthe Board has
adopted a written code:

i. disclose how a person or company
may obtain a copy of the code;

The Board has adopted a written Code of Conduct
which guides overall behaviour of the Board. A copy of
the Code of Conduct can be obtained on SEDAR at
www.sedar.com under a filing made on September 14,
2005 entitled “Other”. The Company also has a Code of
Business Conduct for officers and employees of the
Company. The Company will provide any Shareholder
upon request to its Corporate Secretary, with a copy of
the Code of Conduct and Code of Business Conduct.

ii. describe how the Board monitors
compliance with its code, or if the

The Board monitors compliance with the Board Code of
Conduct by requiring Directors to certify compliance to




CORPORATE GOVERNANCE
DISCLOSURE REQUIREMENTS

COMMENTS

Board does not monitor compliance,
explain whether and how the Board
satisfies itself regarding compliance
with its code; and

the Code each year. Breaches of the Code are referred
to the Nominating and Governance Committee for
review and remedial action as required. The Code of
Business Conduct for officers and employees is
administered by the Company’s Human Resources
Department. All employees are required to certify
compliance with the Code of Business Conduct upon
commencement of employment and to recertify as
circumstances change. Compliance issues are dealt
with by the Human Resources Department and an
ethics committee comprised of senior executives and
employees of the Company and overseen by the Audit
Committee

provide a cross-reference to any
material change report filed since the
beginning of the issuer's most recently
completed financial year that pertains
to any conduct of a director or
executive officer that constitutes a
departure from the code.

There were no material change reports filed in the 2005
financial year.

b.

Describe any steps the Board takes to
ensure directors exercise independent
judgement in considering transactions and
agreements in respect of which a director
or executive officer has a material interest.

The Board conflict of interest requirements are set out in
its Code of Conduct and also enshrined in its bylaws.
These requirements provide that directors have a
paramount interest of promoting and preserving the
interests of Shareholders and the best interests of the
Company. Any situation that involves, or may
reasonably be inferred to involve, a conflict between a
director's personal interests and the interests of the
Company are required to be disclosed in writing as to
the nature and extent of such director’s interest at the
time and in the manner provided by the Canada
Business Corporations Act ("*CBCA”). Adirectorin a
conflict of interest may not vote on any resolution to
approve any action by the Company where such conflict
exists except as provided by the CBCA.

Describe any other steps the Board takes
to encourage and promote a culture of
ethical business conduct.

The directors, senior executives and their direct reports
are required to annually disclose conflicts or potential
conflicts of interest and compliance with the Code of
Conduct of the Board in the case of directors or the
Code of Business Conduct in the case of senior
executives and their direct reports. Other employees
are required to certify compliance with the Code of
Business Conduct every three years.

Nomination of Directors -

Describe the process by which the Board
identifies new candidates for Board
nomination.

Except with respect to the ADM representatives, the
Nominating and Governance Committee serves as the
nominating committee for purposes of recruitment of
Non-Member Directors, which entails identifying,
recruiting, endorsing and recommending potential
candidates to the Board. Pursuant to the Strategic
Alliance Agreement with ADM, the Company has
agreed to support two ADM representatives for election
to the Board. The Company believes this is reasonable
given the equity interest of ADM in the Company.

The Member Directors are nominated by the Members




CORPORATE GOVERNANCE
DISCLOSURE REQUIREMENTS

COMMENTS

through the delegate voting system at the Company’s
Annual Members’ Meeting without influence of the
Nominating and Governance Committee, the Board or
management except that Member Directors may
participate in the nomination process in their capacity as
Members.

Disclose whether or not the Board has a
nominating committee composed entirely of
independent directors. If the Board does
not have a nominating committee
composed entirely of independent directors,
describe what steps the Board takes to
encourage an objective nomination
process.

The Nominating and Government Committee is
composed entirely of independent Directors.

If the Board has a nominating committee,
describe the responsibilities, powers and
operation of the nominating committee.

See “Business of the Meeting-Committees of the Board-
Nominating and Governance Committee” on page 18 of
the Management Proxy Circular.

Compensation —

Describe the process by which the Board
determines the compensation for the
issuer’s directors and officers.

The Compensation and Pension Committee reviews
Directors’ compensation on an ongoing basis. The
Company also conducts surveys to ensure that
Directors’ compensation is consistent with industry
standards. See “Business of the Meeting-
Compensation of Directors” on page 14 and “Report of
the Compensation and Pension Committee-Report on
Executive Compensation” on page 35 of the
Management Proxy Circular.

Disclose whether or not the Board has a
compensation committee composed
entirely of independent directors. If the
Board does not have a compensation
committee composed entirely of
independent directors, describe what steps
the Board takes to ensure an objective
process for determining such
compensation.

The Compensation and Pension Committee is
composed entirely of independent Directors.

If the Board has a compensation
committee, describe the responsibilities,
powers and operation of the compensation
committee.

See “Business of the Meeting-Committees of the Board-
Compensation and Pension Committee” on page 18 of
the Management Proxy Circular.

If a compensation consultant or advisor
has, at any time since the beginning of the
issuer's most recently completed financial
year, been retained to assist in determining
compensation for any of the issuer’s
directors and officers, disclose the identity
of the consultant or advisor and briefly
summarize the mandate for which they
have been retained. If the consultant or
advisor has been retained to perform any
other work for the issuer, state that fact and
briefly describe the nature of the work.

No compensation consultants were retained in the 2005
financial year.




CORPORATE GOVERNANCE
DISCLOSURE REQUIREMENTS

COMMENTS

8. Other Board Committees - If the Board
has standing committees other than the audit,
compensation and nominating committees, identify
the committees and describe their function.

See “Business of the Meeting-Committees of the Board”
on page 17 of the Management Proxy Circular.

9. Assessments - Disclose whether or not
the Board, its committees and individual directors
are regularly assessed with respect to their
effectiveness and contribution. If assessments are
regularly conducted, describe the process used for
the assessments. If assessments are not regularly
conducted, describe how the Board satisfies itself
that the Board, its committees, and its individual
directors are performing effectively.

See “Board Effectiveness and Evaluation” on page 20 of
the Management Proxy Circular.




APPENDIX 1 to SCHEDULE B
Board Mandate

Fundamental Objectives and Duties

The .Board's fundamental objective is to create value for the Shareholders of the
Company. The Board’s duties and responsibilities are all carried out in a manner
consistent with that fundamental objective.

The Board represents, and acts with a view to the best interests of, the Company and of
the Shareholders and membership generally. The Board and its individual directors do
not represent any specific constituency or interest group within the Shareholders or
members of the Company or the communities in which it operates.

The principal duty and responsibility of the Board is its stewardship responsibilities
including overseeing the management of the Company. The day-to-day management
of the business and affairs is delegated by the Board to the CEO and other executive
officers.

Stewardship Responsibilities

The Board’'s stewardship responsibility is to oversee the conduct of business, to provide
leadership and direction to its management, and to set policies. Through the CEO, the
Board sets standards of conduct, including the general moral and ethical standards for
the conduct of its business as a leading agricultural business, including satisfying itself
as to the integrity of the CEO and senior officers and that there is a culture of integrity in
the Company.

Except as limited by its governing Act and its unique governance model, in carrying out
its stewardship responsibility, the Company will conform to the governance guidelines
established by regulatory bodies having jurisdiction over the Company from time to
time.

Composition of the Board of Directors (the “Board”) and its Committees and their
Resources

The Board is made up of fifteen directors, twelve of whom are elected by delegates
(who also must be Shareholders) representing the Company’'s members at annual
meetings of members and three of whom are elected at annual meetings of
Shareholders. Directors are elected for staggered terms of three years.

The Board elects a Chair whose principal responsibility is to manage the Board. The
Chair must be independent of management and cannot be the CEO of the Company.
The Board also elects a First Vice-Chair, as well as Vice-Chairs for Alberta,
Saskatchewan and Manitoba.



The Board has seven standing committees: Executive; Nominating and Governance;
Audit; Agricultural Policy; Compensation and Pension; Risk Review, and Member and
Community Relations. The Board and each committee has available to it as resources
such members of the Company’s management as may from time to time be determined
to be appropriate. The Board may also engage outside advisors consistent with Board
needs, policies and practices.

The Board determines the powers and responsibilities of each Committee, and reviews
the authority and mandate of each Committee as it deems appropriate.

Scope and Responsibilities

In discharging its duties and stewardship responsibility, the Board:

1.

Sets strategic direction, adopts and supervises the strategic planning
process, and approves the plans and goals. The Board in conjunction
with the CEO and management team has direct responsibility for the
ongoing development of the strategic planning process and long-term
goals. These plans and goals are reviewed and approved annually by the
Board. The Board monitors the success of management in implementing
the approved strategies and plans.

Identifies the principal risks of business and ensures the implementation of
appropriate systems to manage these risks. The Board must understand
the principal risks of the business and ensure that systems are in place to
monitor and manage these risks effectively with a view to the long-term
viability and success of the Company and the interests of its Shareholders
and members generally.

Appoints, monitors the performance of, and determines the compensation
for the CEQ and CFO (on recommendation of the CEQ). The Board must
ensure that the Company has management of the highest calibre. This
responsibility is carried out primarily through the appointment of the CEOQ.
On an ongoing basis, the Board assesses the CEQ’s performance against
criteria and objectives established by the Board. The CEO shall appoint
management. The Board communicates expectations of management
through the CEO.

Adopts procedures to ensure independent functioning of the Board. The
Board must put in place appropriate procedures to ensure that the Board
is able to function independently of management. This responsibility is
fulfilled through the election of a non-executive Chair, by ensuring that the
directors have an opportunity to discuss issues in the absence of
management other than the CEQO, and by establishing a process and
guidelines to enable individual directors and Committees of the Board to




engage outside advisors. The Board is responsible for defining its
relationship with management and for establishing, through the
development of clear policies and procedures, specific levels of authority
for management. Currently management requires Board approval in
respect of capital expenditures in excess of $1,500,000 and for annual
operating budgets.

5. Ensures integrity of the Company’s internal control and management
information systems. This responsibility includes reviewing and approving
historical financial information and ensuring the integrity of the audit
system and compliance with applicable accounting principles and laws.
The Board must ensure that it receives a flow of historical and non-
historical information that provides a base for determining the future
prospects and direction of the business.

6. Adopts and implements a communications policy. The Board must ensure
that policies and procedures are in place to enable the company to
communicate effectively with its Shareholders and members, together with
other stakeholders and the public generally. The Board of Directors of the
Company shall consider and approve all material public disclosure
documents required by law to be issued by the Company including annual
financial statements, quarterly financial statements, annual reports, annual
information forms and related disclosure including management’s
discussion and analysis disclosure. The Board approves a Company
Disclosure Policy and reviews it annually.

The Board ensures that:

(a) the Company maintains a Shareholders’ and Members’ relations
department and a 1-800 number to allow Shareholders, Members
and other interested parties direct and affordable access to the
Company.

(b) management liases with the investment community after
dissemination of significant operational or financial information,
including quarterly and annual reports, so as to maintain an
effective dialogue with Shareholders and the investment
community; and

(c) the Company maintains a website (www.agdricoreunited.com) for
Shareholders and others that provides data and information of
interest to the investor community. The website provides access to
the latest events affecting the Company’s performance, including
press releases and financial reports, the ability to obtain financial
statements and reports in a number of formats and archives of past
financial reports for comparison.




10.

11.

12.

Ensures succession planning is in place. The Board must ensure that
adequate and effective succession plans are in place for the CEO and
senior management.

Adopts policies that govern the conduct of directors, officers and
employees. The Board must ensure that clear and unambiguous policies
are in place relating to the conduct of the directors, officers and all
employees and, except as limited by its governing Act, to ensure
compliance with all applicable standards, laws and regulations respecting
corporate governance. The Board must adopt procedures to ensure
reporting through management of any significant or material breaches of
these policies and of improper or questionable conduct. The Board is also
responsible for identification and reporting of conflicts of interest whether
potential or actual.

Declares Dividends. The Board considers, and where appropriate,
declares dividends on the outstanding shares of the Company including its
preferred shares.

Considers Director Nominations. The Board considers competencies and
skills which exist and which are required on the Board and the advice of
the Nominating & Governance Committee in seeking directors for election
to the Board.

Corporate Governance. The Board develops the Company’s approach to
corporate governance, including a set of corporate governance principles
and guidelines that are specifically applicable to the Company and
disclosed in the Company Annual Proxy Information Circular.

Preparation, Attendance and Availability. The Board expects that each
director shall:

(1) Attend meetings well prepared, having completed and understood
the necessary background reading and having consulted other
directors and/or management, if required, to evaluate and add
value to agenda items presented.

(i) Demonstrate broader preparation than just the distributed material.

(i)  Be available when needed; and be accessible and approachable.

Operation of the Board

1.

The Board shall meet a minimum of four times in each year.



2. The agenda for Board meetings shall contain standing business reporting
items. At a prior meeting, or through the Chair, any director may request
additional items for inclusion on the agenda.

3. All reports and material for approval by the Board shall be delivered at
least 24 hours in advance of a Board meeting in rush circumstances, and
48 hours for regular reporting, unless extenuating circumstances, as
approved by the Chair of the board, dictate otherwise.

4, The agenda for Board meetings may indicate a reguiar in-camera session.
In addition, any director may request a meeting of the Board with no
management in attendance, other than the CEO if he or she is then
serving as a director and, unless inappropriate, the Corporate Secretary.
Requests for such an in-camera meeting shall be made initially to the
Chair, who shall make a determination as to whether or not the requested
meeting should be held. In making such determination, the Chair shall
consider whether the Board cannot properly discharge its duties unless no
one other than Board members are in attendance. If the Chair determines
that the requested meeting should not be held and the director requesting
the meeting is not satisfied with that determination, the director may make
a motion at a meeting of the Board that the requested in-camera meeting
be held and the matter shalil be resolved by vote of the Board.

5. Each member of the Board shall make himself or herself available on
reasonable notice to attend Board meetings of the Company, whether by
telephone or whether in person, and shall devote sufficient time and effort
as may be required in order to adequately and effectively carry out and
conduct the duties of the directors as herein set out.

6. Each member of the Board shall refrain from any action or conduct that
might conflict with the interests of the Company and shall not engage in
any activity to promote the director's personal interest over the interests or
good order of the Company.

Approved by the Board September 8, 2005.

‘T. W. KIRK”
Corporate Secretary
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UNITED GRAIN GROWERS LIMITED 0 pea
operating as AGRICORE UNITED R

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS. .~

Notice is hereby given that the annual meeting (the “Meeting”) of the holders of Limited
Voting Common Shares (the “Limited Voting Common Shares”) of UNITED GRAIN
GROWERS LIMITED, operating as AGRICORE UNITED (the “Company”) will be held
at the Fairmont Winnipeg Hotel at Two Lombard Place, Winnipeg, Manitoba, Canada on
Wednesday, February 8, 2006 at 9:00 a.m. (Winnipeg time) for the following purposes:

1.
2.
3

4.

to elect one Non-Member Director for a three-year term;

to elect one Non-Member Director for a one-year term;

to appoint auditors to hold office until the close of the next annual Shareholders’
meeting and authorize the Directors to fix the remuneration of the auditors; and
to transact such other business as may properly come before the Meeting or any
adjournment or postponement thereof.

The 2005 Annual Report, the 2005 Management Proxy Circular and a form of Proxy
accompany this Notice of Annual Meeting.

DATED at Winnipeg, Manitoba, this 21° day of December, 2005.

By order of the Board

TOM KIRK, Corporate Secretary
P.O. Box 6600

201 Portage Avenue

Winnipeg, Manitoba

R3C 3A7
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FORM 13-502F1

ANNUAL PARTICIPATION FEE FOR REPORTING ISSUERS

Reporting Issuer Name:

United Grain Growers Limited o/a Agricore United

Financial Year Ending, used in
calculating the participation fee: October 31, 2005

1. Class 1 Reporting Issuers (Canadian Issuers - Listed in Canada and/or the U.S.)

Market value of equity securities:
(a) Limited Voting Common Shares as at October 31, 2005

Simple average of the closing price of that class or series as of the last
trading day of each of the months of the financia! year (under paragraph
2.5(a)(ii)(A) or (B) of the Rule)

Market value of class or series

Market value of corporate debt or preferred shares of Reporting Issuer or
Subsidiary Entity referred to in Paragraph 2.5(b)ii):

(a) Series “A” convertible preferred shares as at October 31, 2005

Closing price at the end of Company's financial year
Aggregate Market Value

{b) 9% unsecured convertible subordinated debentures as at October 31,
2005

Closing price at the end of Company’s financial year
Aggregate Market Value

Total Capitalization (add market value of all classes and series of
equity securities and market value of debt and preferred shares)

Total fee payable in accordance with Appendix A of the Rule

X

X

X

45,361,137

$8.2942

1,104,369

$14.85

1,050,000

$109.50

$376,234,343

$16,399,880

$114,975,000

$507,609,223

$35,000
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Agricore Computershare
\\%ljnited" Ny . 9th Floor, 100 University Avenue

Toronto, Ontario M5J 2Y1
Telephone 1-877-982-8758
514-982-7555
Facsimile 1-866-248-7775
416-263-9524
www.computershare.com

Security Class

Holder Account Number

Fod

Proxy Form - Annual Meeting to be held on February 8, 2006

Notes to Proxy

1. Every holder has the right to appoint some other person of their choice, who need not be a holder, to attend and act on their behalf at the
meeting. If you wish to appoint a person other than the persons whose names are printed herein, please insert the name of your chosen
proxyholder in the space provided (see reverse).

2. If the securities are registered in the name of more than one owner (for example, joint ownership, trustees, executors, etc.), then all those registered
should sign this proxy. If you are voting on behalf of a corporation or another individual you will be required to provide documentation evidencing your
power 10 sign this proxy with signing capacity stated.

3. This proxy should be signed in the exact manner as the name appears on the proxy.

4. If this proxy is not dated in the space provided on the reverse side, it will be deemed to bear the date on which it is mailed by Management to the holder.

VOTE USING THE TELEPHONE OR INTERNET 24 HOURS A DAY 7 DAYS A WEEK! s
Voting by mail will be the only method for holdings held in the name of a corporation or holdings being voted on behalf of ancther individual.

Voting by mait or by Internet, are the only methods by which a holder may appoint a person as proxyholder other than the Management nominees named on the reverse of this proxy.

Instead of mailing this proxy, you may choose one of the two voting methods outlined below to vote this proxy. Please have this proxy in hand when you call.

To Receive Documents Electronically - You can enrol o receive future securityholder communications electronically after you vote using the internet. [f you don't vote oniine, you can still enrol

for this service. Follow the instructions below.
=

-
3 To Vote Using the Telephone
\;Q(Only Available Within Canada and U.S.)

To Receive Documents Electronically

{‘To Vote Using the Internet

—

"
+ Call the toll free number listed BELOW from a touch tone + Go to the following web site: + You can enrol to receive future securityholder
telephone. There is NO CHARGE for this call. communications electronically, after you vote using the
+ Proxy Instructions must be received by 4:30 pm, Internet. If you don't vote online, you can still enrol by
. ; . . Toronto time, February 6, 2006. visiting www.computershare.com - click "Shareholder
iroxy:n?rucﬂgni must lée zrggived by 4:30 pm, " Services" and then "Electronic Shareholder
orento lime, rebruary o, . Communications".

if you vote by telephone or the Internet, DO NOT mail back this proxy.
Proxies submitted must be received by 4:30 p.m., Toronto time, on February 6, 2006 or such later time as the Chair may determine.

THANK YOU
00ABJB



+ +

This Form of Proxy is solicited by and on behalf of Management.

Appointment of Proxyholder

I/We being holder(s) of Limited Voting Common Shares of
United Grain Growers Limited operating as Agricore United

Print the name of the person you are
appointing if this person is someone
OR other than the Chajr of the Board of

hereby appoint(s): . S -
Wayne W. Drul, Chair of the Board of Directors, or failing him, gg:fé“?gi' "c‘f 15" Vice-Chair of the
Jon K. Grant, 1st Vice-Chair of the Board of Directors ot Directors.

as myfour proxyholder with full power of substitution to attend, vote and otherwise act for and on my/our behalf as directed herein and in respect of any amendments or variations to the
matters identified below and all other matters that may properly come before the Annual Meeting (the “Meeting”) of United Grain Growers Limited operating as Agricore United (the
"Company") to be held at the Fairmont Winnipeg Hotel, Two Lombard Place, Winnipeg, Manitoba, Canada R3B 0Y3 on February 8, 2006 at 9:00 am (Winnipeg time) and at any
adjournment(s) or postponement(s) thereof. If directions have been given, the shares represented by this proxy will be voted or withheld from voting in accordance with such directions on
any ballot that may be called for and if you have specified a choice with respect to any matter to be acted on, the shares represented by this proxy will be voted or withheld from voting
accordingly. i no direction is made in respect of any of the matters specified below, the shares represented by this proxy will be voted FOR such matter. if any amendments or
variations to matters identified in the notice of meeting are proposed at the Meeting or any adjoumment(s) or postponement(s) thereof or if any other matters propedy come before the Meeting or
any adjournment(s) or postponement(s) thereof, this proxy confers discretionary authority on the proxyholder to vote on such amendments or variations or such other matters as the
proxyholder sees fit.

1. Election of Directors
01. Elgction of Jon K. Grant to the Company’s Board for a three-year term FOfD Withhold D

02. Election of Steven R. Mills to the Company's Board for a one-year term For [> Withhold [)

2. Appointment of Auditors

Appointment of PricewaterhouseCoopers LLP as auditors unti! the close of the next annual meeting and the For [> Withhold [>

authorization of the Directors to fix the auditors’ remuneration,

Authorized Signature(s) - Sign Here - This section must he completed for your instructions to be executed.
I/We authorize you to act in accordance with myfour instructions set out above. |/We hereby revoke any proxy previously given with respect to the Meeting. If no voting instructions are
indicated above, this Proxy will be voted as recommended by Management.

Signature(s)
Date
Interim Financial Statements and MD&A Request Annual Financial Statements and MD&A
In accordance with securities regulations, Merk this box if you Mark this box if you
shareholders may elect annually to receive interim would like to receive DO NOT want to
financial statements and MD&A, if they so request. Interim Financial E?cetvg thg Annual
1f you wish to receive such maiings, please mark Statements and aﬁr&c‘s&‘gteﬁ“:ﬁm
your selection. MD8A by mail. Y ma.

You can also receive these documents electronically - see reverse for instructions to enrol for electronic delivery.
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January 31, 2006 (Winnipeg) Agricore United will host its Annual Shareholders: Meetsng in,.
Winnipeg on February 8, 2006 followed by its Annual Members' Meeting February 8-9;; 2006, Tﬂh.er Hh é‘f‘f&»
meetings will celebrate 100 years of service by Agricore United and its predecessors to the AN

farmers of western Canada.

Grain Growers’ Grain Company (GGGC), the first of the heritage companies of Agricore United,
was founded by a group of farmers at Sintaluta, Saskatchewan on January 27, 1906. It opened
for business in Winnipeg in September of that year. “Through its heritage companies, Agricore
United has deep roots in prairie agriculture,” says Agricore United Chair Wayne Drul. “We are
proud to honour the vision and determination of our founders who helped shape the industry.”

GGGC was the forerunner to United Grain Growers Ltd. (UGG) established in 1917. Alberta
Wheat Pool commenced operations in 1923 and Manitoba Pool Elevators in 1924. The Alberta
and Manitoba pools merged in 1998, joining with UGG in 2001 to form Agricore United.

The Agricore United Annual Members' Meeting provides a forum for 147 delegates representing
over 40,000 farmer-members to elect member-directors, provide input on farm policy and hear
presentations by industry leaders.

Among the featured speakers at the Winnipeg meeting will be Allen Andreas, Chair & CEO of
Archer Daniels Midland who will discuss the rapid growth of ethanol and biodiesel. There will also
be presentations by Fred Green, President and COO of CP Rail, John P. Oliver, President, Maple
Leaf Bio-Concepts and Kelley Fitzpatrick, Coordinator, Flax Canada 2015.

Delegates will consider resolfutions on a variety of issues including a proposed policy framework
for Agricore United, renewable fuels, international trade, grain marketing & transportation and
farm income support programs.

All sessions are being held at the Fairmont Winnipeg and are open to the news media.
Information concerning the Annual Shareholders’ meeting is provided in the company’s Notice of
2005 Annual and Special Meeting and Management Proxy Circular. Biographies of member-
director candidates and a list of resolutions can be found on the website at
www agricoreunited.com. There will be a live webcast of the annual shareholders’ meeting. Media
and other interested parties are invited to log onto the Agricore United website on Wednesday,
February 8, 2006 at 9 a.m. CST (8 a.m. MST, 10 a.m. EST).

Agricore United is one of Canada’s leading agri-business with headquarters in Winnipeg,
Manitoba and extensive operations and distribution capabilities across western Canada. Agricore
United leverages its technology, facilities, services and logistics expertise to connect prairie-
based agricultural customers to domestic and international end-use customers and suppliers.
The company’s operations are diversified into sales of crop inputs and services, grain
merchandising, livestock production services and financial services. Agricore United’s common
shares are traded on the Toronto Stock Exchange under the symbol “AU.LV".
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FOR FURTHER INFORMATION PLEASE CONTACT:
Tom Steve

Member Services Coordinator

Cell (306) 221-2683 (February 7-9, 2006)

Phone (306) 343-5060

Email: tsteve@agricoreunited.com



ANNUAL MEMBERS’ MEETING
Fairmont Winnipeg, Winnipeg, MB
February 8-9, 2006

AGENDA AT-A-GLANCE

Wednesday, February 8, 2006

9:00 a.m.

10:30 a.m.

11:45 a.m.

1:00 p.m.

2:00 p.m.
3:.00 p.m.

6:30 p.m.

Annual Shareholders’ Meeting
Presentation by Wayne Drul, Chair AU
Presentation by Brian Hayward, CEO AU

Annual Members' Meeting
Resolutions

Delegate Lunch
Guest Speaker: Chris Martin, Vice-President Corporate Affairs & General
Counsel, Agricore United

Guest Speaker: Allen Andreas, Chair and CEO Archer Daniels Midland, Ethanol
and Biodiesel

Member-director nominations and speeches
Resolutions

Banquet

Thursday, February 9, 2006

8:30 a.m.

10:30 a.m.

12:00 p.m.

1:00 p.m.

2:00 p.m.

Guest Speakers: John Oliver, Ag Futurist
Kelley Fitzpatrick, Coordinator, Flax Canada 2015

Election of member-directors

Lunch - Guest Speaker: Fred Green, President and COO, CP Rail

the World Trade Organization (WTO)

Guest Speakers: Alanna Koch, Director AU and Vice-President CAFTA Cam

Dahl, Government Relations & Policy Development Officer, AU

Resolutions
Adjournment




